The planes that fly straight up 
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Ralph Lazarus’ Federated Dept. Stores 
is big retailing. His problem: to take ad- 
vantage of it — tut keep the local touch. +3 

(Marketing) 
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it makes paper profits a reality 


Turning a fair profit on paper, or any product, often 
boils down to producing something that will do a 
Take the Kraft 
It's being saturated with a com- 


specific job better than anything else. 
paper shown above. 
bination of CHEMIGUM LATEX and PLIOLITE LATEX 
for ultimate use as top-quality paper tape. 


The reason for using the CHEMIGUM LaTex is to give 
the paper needed toughness, tear resistance, flexibility 
and internal strength. The PLioLire LATEX is used as 
a modifier to increase tensile strength, while decreas- 
ing elongation and tack. And both latices exhibit 
excellent stability and full compatibility with other 
materials used, 


= 


spersion - 
ant rubber 


for ease of processing. 
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The tops in tapes is but one of many uses for latex- 
saturated, or paper. Extra-durable book 
paper, gasketing, industrial wrapping, artificial flowers 
and simulated leather are others. And CHEMIGUM 
LATEX, in the form of impregnants, coatings and 


rubberized, 


adhesives, permits still other new or improved paper 
products. 


Whatever your product, it will pay you to know more 
about CHEMIGUM LaTex and the other latices in one 
of the most complete lines of such materials currently 


offered. Full details and technical assistance are yours 
simply by writing Goodyear, Chemical Division, Dept. 
Q-9415, Akron 16, Ohio, 


= GOODFYEAR = 


CHEMICAL DIVISION 
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‘SMALL’ CARS COMING BY 1960. They’ll be mechanically different—but 





larger than Volkswagens and not much cheaper than Chevies................. 15 
WHAT FACES DE GAULLE. It will take more than one man to cure all the 
troubles that brought on the French crisis..........0.00 cece cece cee eee ene 16 
NOW, WHITE COLLARS GET FRAYED. The recession is catching up with 
PE Rhode Ar atEhadeshsehbheer<sacescndeataeescea 17 
TIME WORKS IN FAVOR OF AUTO PACT. UAW can hardly afford to 
eee eR DEE cat nals pseenerbebeee eraneses tm? 18 
CONVENTION HALL TAKES ON TETE-A-TETE AIR. Booths set up in 
Madison Square Garden provide informal setting for manufacturer-distributor talks. 18 
MR. ISING’S PRIVATE ARMY. Chicago warehouser hopes he got a bargain 
when he bid $305,000 for 536 Sherman tanks. ..........06 cece eee cece ee eees 20 
ARMS MAKERS FEAR RETRENCHMENT. New debt ceiling crisis threatens 
SIL, ah ny beh adele neces white ibdnesesecehatadnedaveteceesecs 21 
CED NAMES MEN WHO'LL STUDY MONEY SYSTEM. CED’s indepen- 
dent commission is ready to launch a three-year investigation, the biggest in this 
alas Soe deciitc ised cdeyrieccsactadsevabeuancebetns 22 
WHY BUSINESS SPENDING SAGS. Businessmen tell why capital spending 
slowed down, and why they see no big spur right ahead..................... 24 
IN BUSINESS. News about an Agriculture Dept. blooper, postal rate boost, 
Boston’s slashed commuter services, UP purchase of INS, highway tax money.... 28 
What Produced France's Crisis. Troubles stem from unsteady government humilia- 
tions abroad, and a split personality at home... .......... cee cece eens 77 
In Business Abroad. News about British dicker with Euratom, Russo-Belgian Airline 
deal, West German Fords, India’s income tax, PXs’ plan to bar scrip............ 80 
When a Businessman-in-Politics Gets Back at the Company Helm. George M. 
Humphrey turns to “revitalizing” National Steel—and developing Brazil’s iron ore 36 
It's Fewer Loans—Or Lower Bars. Consumer lenders face a dilemma—do less 
a Or Re EE Hs ovcrcpenavecsdnscsdiscdencoetercessaeees 65 
Since cha th cand aeneeseenth dees ds thbebdntes obese eseake 67 
In Washington. News about proposed relief for railroads, Supreme Court calendar, 
tax “advisory” for oil firms, atomic power plants... ........00 0 cece cence eens 75 
In Labor. News about new head monitor for Teamsters, suggestions on ethics, 
Teamsters mending more fences, Arkansas drive against make-work practices.... 41 
Waiting for Detroit's Decisions. What happens when auto contracts expire is 
uppermost in minds of other companies facing negotiations. ... . ine teen cael 42 
Worker Can Sue . . . unions for damages if they are prevented from working, or 
are wrongfully expelled from their union....... sein nae ere 46 
In Management. News about motion picture theaters, United Printers & Publishers, 
Se FE icc nin kh oeieneeenn ne 0% . 47 
Court Has Its Say on Extra Pay. Companies can’t igure tenuate for the bones on 
the basis of stock prices, a federal judge has ruled. Peer, 48 
In Marketing. News about pay-TV, new er merchandise mart, cloth-like 
OEE, CONOR DINOE: ones cece scones: 55 
Strategy: Shoot for Top Spot and Stay Flexible. Now Pedereted peau Stores 
uses local selling to build big retailing...............005- pe aed 56 
Shorts Grow, But Not Their Profit. Short interest on Big Board has almost doubled 
since January, but, at least so far, shorts have bet on wrong horse... oer 83 
In the Markets. News about stock market, mutual funds, variable annuities, effect 
of advisory service tips on stock prices................. 86 
A Lot of Ways to Fly Straight Up. Designers are close to testing their success with 
vertical take-off and landing capability in aircraft........... Sa es 94 
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170| 1947-49=100t—~«~*s l 1947-49=100 | 170 
160 
150 
140 
130 
| 120 
WO Lr trree tris | Litt Teeuee Siti pi Lit Li 4 a l 1 1 ‘ao eere ceees eee eee eee | eon 110 
1953 1954 1955 1956 1957 ee ee ee i a ee 
1946 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart)... 2. 91.6) 143.8) 1200 123.2 *1249 
PRODUCTION 
OUR... cds ehbaucctencnsdeebeteheus Nant iesass 1,281 2,252 1,289 1,523 1,526 
En ecbrtberiieddeststevesene8 ee esthuwss knees 62,880 158,654 83,823 113,998 112,101 
Engineering const. awards (Eng. News-Rec. 4-wk daily av. in thous.)........ $17,083 $57,529 $61,268 $78,737 $76,169 
Electric power (millions of kilowatt-hours).............+eeeeeeeeeeeees 4,238 11,574 11,206 11,257 11,316 
Crude oil and condensate (daily av., thous. of bbis.).............0ee eres 4,751 7,457 6,288 6,262 6,256 
Bituminous coal (daily av., thous. of tons)...............eeeeeeeeeeeees 1,745 1,601 1,180 1,030 1,196 
PRT SED, ob. one dccandcscvaveshdwseces sinsaudeteussensecess 167,269 282,388 236,328 269,356 259,071 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.1. (daily av., thous. of cars)........ 82 67 55 56 57 
Carloadings: all others (daily av., thous. of cars)..............0eeeeeee 53 53 34 34 37 
Department store sales index (1947-49 — 100, not seasonally adjusted). .... 90 129 125 138 127 
Business failures (Dun & Bradstreet, number)...............eeeeeeeeees 22 309 329 327 337 
PRICES 
Spot commodities, daily index (Moody's, Dec. 31, 1931 = 100)............ 311.9 411.6 392.0 401.0 403.3 
Industrial row materials, daily index (BLS, 1947-49 = 100)............... tt73.2 92.5 80.6 80.7 81.3 
Foodstuffs, daily index (BLS, 1947-49 = 100).............cecceeeeseees +t75.4 81.3 90.3 92.7 92.9 
ee ee as de he eb een de eke eeeent es aneues 17.5¢ 17.9¢ 17.1¢ 17.3¢ 17.3¢ 
Finished steel, index (BLS, 1947-49 = 100).............cccccccccecces +t76.4 174.3 181.6 181.6 181.6 
ne i cer ahee pb eee bacee cued an $20.27 $47.50 $31.50 $34.00 $35.33 
Copper (electrolytic, delivered price, E & MJ, Ib.)........ cc cece e eee cece 14.045¢ 31.615¢  24.565¢  24.655¢  24.270¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)..............- $1.97 $2.22 $2.25 $2.27 $2.34 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)........... **30.56¢ 33.93¢ 34.60¢ 34.80¢ 34.76¢ 
Gee Mt I WS 505s Cadwb lbsecdbassednavedbanedetsbucwane $1.51 $2.22 $1.65 $1.62 = 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)............... 17.08 46.99 43.23 43.42 43.83 
Medium grade corporate bond yield (Baa issues, Moody’s)...............- 3.05% 4.56% 4.66% 4.62% 4.61% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ %-1% 35% % 1%% 1% % 154% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks.................+5- +t45,820 55,151 56,361 54,706 54,671 
Total loans and investments, reporting member banks..................- tt71,916 85,626 92,053 91,785 91,803 
Commercial and agricultural loans, reporting member banks.............. tt9,299 30,906 29,792 29,623 29,928 
U. S. gov't guaranteed obligations held, reporting member banks.......... tt49,879 25,114 30,107 30,511 30,856 
Total federal reserve credit outstanding...................ceseeeeeees 23,888 25,070 24,854 24,854 25,016 
MONTHLY FIGURES OF THE WEEK mae tm to  t- 
McGraw-Hill Indexes of New Orders (1950 = 100) 

New orders for machinery, except electrical (seasonally adjusted)....April.......... N.A. 142 120 132 
Construction & mining machinery.........................44. a N.A. 166 153 160 
ee iin db db bineetedbus sabeddudccetae _ Peer N.A. 129 123 121 
EE Oe ee eT Peer N.A. 175 189 150 
PICT ETT TTT COT ET Te TTT ae N.A. 160 93 78 
ee ET CIN Ss oc evcccccectowcscetcocsesteneoes _ . Sees N.A. 132 127 136 
SED havedWndedecees as vdnpevescccdvccetooinnen Sas N.A. 175 170 171 

New contracts for industrial building........................... rer N.A. 122 89 79 

* Preliminary, week ended May 24, 1958. tt Estimate, 8 Date for ‘Latest Week’ on each series om request. 
+ Revised. ** Ten designated markets, middling }4 in. 2 Insufficient trading to establish a price. 


N.A.—not available at press time. 
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How did Western Electric come 
to be part of the Bell System? 


Our becoming part of the Bell 
System in 1882 grew out of the need -- 
then as today -- for a dependable 
source of uniformly reliable 
equipment. 


MANUFACTURING AND SUPPLY UNIT OF THE BELL SYSTEM 














BALL PARK, PICNIC, BLACK-TIE DINNER... meat products cured with sodium 
phosphate compounds retain more color, tenderness, taste and protein values. 


Columbia-Southern soda ash helps meat 
look, cook, taste and nourish better 


There are sure cures when you’re hungry . savory hot 
dogs, big day-in-the-country sandwiches, a succulent 
iam, strips of tangy bacon that start the day just right. 
Modern preservatives add a great deal to the hearty 
itisfaction you feel. Jmproperly cured hams, bacon, frank- 
irters, bologna, and other chopped meats lose vital 
ilues: appearance, tenderness, flavor, nourishment... 
in short, market appeal 
Complex sodium phosphate compounds, based on 
Columbia-Southern’s high purity soda ash, let packers 
retain these benefits. Added to delicately balanced 
pickling solutions, sodium phosphates inhibit color pig- 
ment breakdown, moisture loss, shrinkage, and other 


undesirable biochemical reactions. In effect, soda ash 
helps assure that you’ll bring home the bacon you like. 
Versatile sodium phosphate compounds find other uses, 
too... in detergents, water conditioning, medicines. 
This appetizing application is typical of the way 
Columbia-Southern industrial chemicals such as soda ash, 
chlorine, caustic soda, hydrogen peroxide, sodium bicar- 
bonate, rubber pigments, and other basic and specialty 
products work behind the scenes to produce better 
goods more economically for your greater satisfaction. 
The Columbia-Southern Chemical Corporation, One 
Gateway Center, Pittsburgh 22, Pennsylvania. Offices in 
principal cities. In Canada: Standard Chemical Limited. 


COLUMBIA-SOUTHERN CHEMICAL CORPORATION 


A Subsidiary of Pittsburgh Plate Giass Company 
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READERS REPORT 


Inventory Price Supports 


Dear Sir: 

As an anti-recession plan I would 
like to propose the following plan: 
If the federal government were to 
guarantee business inventories simi- 
lar to the way farm price supports 
are handled, so that all manufac- 
turers and retailers would be pro- 
tected against a sudden or deep 
price cut I feel that producers 
would be more liable to manufac- 
ture goods and store buyers would 
be more liable to increase stock on 
hand. With more jobs furnished by 
the increase in production the cor- 
responding increase in purchasing 
power would keep merchandise 
moving off the shelves. If prices 
were to drop then inventories would 
be “protected” so that the low 
would not surpass a certain per- 
centage of the original cost and the 
subsidizing agency (either federal 
or state) would make up the dif- 
ference. 

While I have always believed in 
a “free competitive” economy for 
our business world and realize that 
there are many disadvantages to 
the above I feel that the idea is 
worthy of consideration. 

Jack S. BELSINGER 
TERRY MFG. CO. 
AKRON, PA, 


Solution Offered 
Dear Sir: 

It is currently popular to specu- 
late on cures for the slackening au- 
tomobile market. I, too, have a 
solution to offer. 

Maintain an automobile design 
exactly as introduced for three 
years. The first year of introduc- 
tion would carry a price tag of 
$3,000, for example. Due to keep- 
ing a model in production for a 
long period, better tool amortiza- 
tion, cost reduction programs, 
lower labor costs, reduction of 
change-over periods and many 
other advantages may be had. Con- 
sequently, the second year on a 
given model would be sold at 
$2,600—and the third year at 
$2,200. With each company intro- 
ducing new models in different 
years, there is ample opportunity 
to buy a new design in any given 
year—and even stay within one 
corporate family. 

At the same time, those more 
economy-minded people who are 
less concerned with “keeping up 
with the Jones” can buy a new car 
which has been proven in over a 
reasonable period and at a reason- 
able price. 
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Also can be used 
for dry work — steel 


wooling, et cetera 


FINNELL SYSTEM, INC. 


Oniginators of 


Power Scrubbing and Polishing TMachines 
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Powder Dispenser 
is an accessory) 
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Today, even buildings with but 2,000 
to 15,000 sq. ft. of floor space can reap 
the labor-saving, cost-reducing benefits 
of combination-machine-scrubbing. 
Here’s a Combination Scrubber-Vac, 
Finnell’s 418P at left, that’s specially 
designed for such buildings. This elec- 
tric unit, with its 18-inch brush spread, 
cleans floors in approximately one-third 
the time required with a conventional 
18-inch machine and separate vac. The 
418P applies the cleanser, scrubs, and 
picks up (damp-dries the floor)—all in 
one operation! Maintenance men like 
the convenience of working with this 
single unit...the thoroughness with 
which it cleans ...and the features that 
make the machine simple to operate. 
It’s self-propelled, and has a positive 
clutch. No switches to set for fast or 
slow —slight pressure of hand on clutch 
lever adjusts speed to desired rate. Vac 
performs quietly. The 418P also serves 
advantageously in larger buildings for 
the care of floors in narrow aisles, and 
is available on lease or purchase plan. 


Finnell makes Scrubber-Vac 
Machines for small, vast, and 
intermediate operations, and 
in gasoline or propane as well 
as electric models. From this 
complete line, you can choose 
the size and model that’s exact- 
ly right for your job. It’s also 
good to know that a Finnell 
Floor Specialist and Engineer 
is nearby to help train your 
miintenance operators in the 
proper use of the machine and 
to make periodic check-ups. 
For demonstration, consulta- 
tion, or literature, phone or 
write nearest Finnell Branch 
or Finnell System, Inc., 3805B 
East St., Elkhart, Ind. Branch 
Offices in all principal cities of 
the United States and Canada. 


BRANCHES 
IN ALL 
PRINCIPAL 
CITIES 





The present system forces every 
buyer to pay a heavy premium for 
development costs, tooling, etc. 
just to obtain a new car. 

D. L. MCFARLAND 


MANAGER, INDUSTRIAL DESIGN OPER- 
ATION 


HOUSEWARES & RADIO RECEIVER DIV. 
GENERAL ELECTRIC CO. 
BRIDGEPORT, CONN. 


Behind the Figures 


Dear Sir: 

The inclusion of Hoover Ball and 
Bearing Co. comparative net in- 
come figures for three months 
ended January 31 in a tabulation 
heading your article The Prospects 
Are Poor {[BW—Apr.12°58,p107], 
may have given an erroneous im- 
pression of our actual prospects. A 
bare tabulation of figures without 
an analysis of what is included in 
them can easily do this. 

In our business . . . normal year 
to year variations do not occur the 
same time each year. Consequently, 
three months results do not always 
provide proper comparisons. In 
addition, unusual or non-recurring 
charges and credits falling within 
the periods will give results quite 
different from those shown by ac- 
tual operations. This was the case 
in both of the comparative three 
months figures of ours shown in 
your tabulation. 

For the six months ended Janu- 
ary 31, 1958, a more representative 
period, we reported a net of $922.- 
540 or $1.83 a share as against 
$772.696 or $1.54 a share a year 
earlier. Our figures for the six 
months ended January 31, 1958, 
included a capital gain of some 
$400,000 from the sale of a plant, 
part of which was taken in each 
quarterly period. However, in the 
second quarter of the period we 
set up a reserve of $425,000 for 
moving expenses and starting-up 
costs of our new ball bearing plant. 

While our earnings from opera- 
tions for the three months ended 
January 31, 1958, were down 5% 
this was after heavy non-recurring 
expenses related to our moving. 
Without these unusual charges our 
normal operating results were 
highly satisfactory. In spite of 
these expenses, our operating profit 
for the six months period was up 
12.5%. I point out these facts for 
clarification as we think our pros- 
pects are considerably better than 
the title of your article suggested. 

C. H. SIMMONS 
PRESIDENT 
HOOVER BALL AND BEARING CO. 
ANN ARBOR, MICH. 
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BETTER THINGS FOR BETTER LIVING. . 
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Blocks of ZYTEL nylon resin help ease the move- 
ment of the load, require little or no lubrication 
and resist the elements almost indefinitely. 
(Molded for Boston & Lockport Block Co., Inc., 
East Boston, Massachusetts, by Danielson Manus 
facturing Co., Danielson, Connecticut.) 


Lightweight, easy-working blocks of 
ZYTEL nylon resin require little 


or no lubrication...never corrode 


Block and tackle, one of man’s oldest mechanical devices, is taking on 
a new look. The modern block is molded of ZyTEL nylon resin, a tough 
abrasion-resistant plastic which helps man move material quickly, easily 
and safety. Shells and sheaves of ZYTEL are up to 69% lighter than those 
made with conventional materials. Manufacturer's freight costs are 
reduced by as much as two-thirds. 

Well equipped to resist the elements, blocks of ZyYTEL will not cor- 
rode, even in the presence of salt water and heavy rains, Blocks of ZYTEL 
work silently, quickly and efficiently . .. without lubrication, 

These complex injection-molded parts of ZYTEL assemble to make per- 
fectly formed shells which are dimensionally accurate and never require 
machining. The use of parts molded of ZYTEL usually results in im- 
proved performance and reduced maintenance, 

To get more information on Du Pont ZyTEL nylon resins, write to: 
E. I. du Pont de Nemours & Co. (Inc.), Polychemicals Department, 
Room 65, Du Pont Building, Wilmington 98, Del. In Canada: Du Pont 
Company of Canada (1956) Limited, P. O. Box 660, Montreal, Quebec, 


Watch the “Du Pont Show of the Month’’- 
Ninety minutes of the best in live television. CBS Network. 





YOU CAN CUT COSTS 30% OR MORE RIGH 


DRILL PRESS FEEDS — Quickly attached to any 
standard drill press, these vunits replace ‘ 
manual control of feed rates with automatic - ROTARY FEED TABLES — Fast, auto 


matic and accurate positioning o 
cirhydrevitc predation eontvel, work pieces for drilling, assembling 


welding, etc. 


SHUTTLE WORK FEEDER 

—A 2-station linear 6” = 

stroke work feeder...load or unload . THE BELLOWS AIR MOTOR —The ai 

while drilling, tapping, etc. is being done a ss : cylinder with the integral valve and 

ot other station. J ‘ speed controls, for low voltage or 
115-volt control circuits. 


“CONTROLLED-AIR-POWER” VISE — Quick 
acting air vise for fast tool and fixture 
work; clamping pressure approximately 
five times air line pressure. 


AIR-HYDRAULIC VISE—A milling machine 
type vise developing a clamping pressure 
vp to 15,000 Ibs. on 100 Ibs. operating 


air line pressure. 


AIR PRESSES—Provide either 
HEAVY DUTY POWER FEED—A complete packaged a controlled pressure squeeze 
power unit designed primdrily to replace manval for pressing operations or a 
infeeding in centerless grinding operations. sharp impact for stamping, 
coining or staking. 


These Bellows work units are air-powered but 
electrically controlled. Directional valving and 
speed controls are built-in. Only a single air 
connection is required which can be made with 
senetiiiiciitiaiaaitin flexible air hose. All units can be interlocked 
ype eaacel cduaieiie anaatiat ae aah and synchronized with one another for pro- 
for quick incorporation into high production drill- grammed operation. Economical to buy, simple 
ing or tapping operations. to install, they give immediate cost cutting 
results to any plant in any industry 





If you do any of these typical operations, you can 
start an effective cost cutting program by mailing 


WITH THE HELP OF THESE 
Bellows 


(ordi 


Bellows production units are pneumatic powered devices that are 
easily installed on standard machines to make them operate 
automatically. They save costs by cutting the time of the work cycle; 
by grouping related operations on one machine often saving the 
complete labor cost of the second operation; by making it possible for 
one operator to run two or more machines; by maintaining 

quality standards with fewer rejected parts; by using 

lower hourly-rated employees to turn out top quality work. 


“ 


 Ula- Powe 


PRODUCTION UNITS 


You can install Bellows work units right in your own plant, with your 
own tool room personnel, with a minimum of machine downtime 
(often no more than a couple of hours.) In many cases, Bellows Field 
Engineers can provide you with wiring diagrams and schematic 
drawings right from their case history files, and with information that 
will enable you to estimate quickly the cost savings you can make. 


Best of all, the initial cost to buy and install Bellows 
“controlled-air-power” work units is small — often less than the 
wage cost of a machine operator for a couple of weeks. 


The Bellows Co. 


Otviston INTERNATIONAL BASIC ECONOMY CORPORATION 


AKRON 9, OHIO 


The Bellows Co., Akron 9, Ohio 

Dept. BW-558 

Please send me the story how Bellows “Controlled-Air-Power” 
can help me cut costs. 


the coupon at the right. 


DRILLING 
MARKING 
ROUTING 
RIVETING 


Name 





REAMING @ TAPPING @ TURNING 
STAMPING ® PUNCHING ¢ GRINDING 
SAWING @ THREADING ¢ SPINNING 


MILLING 7 Address 


Company 











ANOTHER RYERSON PLUS: Inventory Control 


“Steel inventory problems? 


Ryerson solved them...” 


You can pass your steel inventory 
problems on to Ryerson, too. When 
Ryerson carries your steel inven- 
tory, you profit several ways. You 
reduce your ‘‘cost-of-possession”’ 
factor increase your material 
selection flexibility . . . and assure 
a ready, steady flow of material to 
meet production needs. 

Ryerson will help you plan in- 
ventories of such materials as car- 


bon, alloy and stainless steels .. . 
bars, structurals, plates, sheets and 
tubing . aluminum and indus- 
trial plastics. With Ryerson as your 
source, you store and handle only a 
safe minimum of material to meet 
your needs. 


With Ryerson inventory control 


you can make design changes or re- 
vise production, with less inventory 
risk. Ryerson—with strategically 
located plants and unlimited stocks 
—stands ready to deliver the exact 
steel you require when you need it. 

A call to the nearby Ryerson 
plant will bring you the profitable 
details on how Ryerson can help 
you with steel inventory problems. 


' RYERSON STEEL 


Member of the QD» Steet Family 


Principal Products: Carbon, alloy and stainless steel —bars, structurals, plates, 
sheets, tubing —aluminum, industrial plastics, metal-working machinery, etc. 


JOSEPH T. RYERSON & SON, INC. PLANTS AT: NEW YORK * BOSTON * WALLINGFORD, CONN. « PHILADELPHIA * CHARLOTTE « CINCINNATI * CLEVELAND 


DETROIT + PITTSBURGH + BUFFALO « Ir 
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ANAPOLIS « 


CHICAGO * MILWAUKEE « ST. LOUIS * LOS ANGELES * SAN FRANCISCO + SPOKANE « SEATTLE 
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A BUSINESS WEEK 


This tangled international situation (page 16) may not be helping busi- 
ness, but business is helping itself. 


Things have definitely perked up a little in the last few weeks. 


There’s nothing conclusive, of course. But this is just the kind of thing 
that should be happening if the downturn really is at or near the bottom 


Military contracts doubtless have been a major factor in stemming the 
long slide in manufacturers’ new orders. 


However. the strongest April-May showing must go to construction. 


The volume of contract awards for big projects has shown a positive 
uptrend, not just stabilization. That’s novel in today’s economy 


Steel mills are rekindling furnaces here and there. This shows up in 
production which has rebounded to 5642% of capacity from unnaturally low 
levels below 50% a few weeks ago. 


Steelmen, nevertheless, expect a very dull summer. Wider-than-usual 
plant shutdowns for vacations in metalworking are anticipated 


Add up the points where improvement can be seen and you'll under- 
stand why Business Week’s Index (page 2) suddenly is pointing upward. 
It is unlikely that this gain will be sustained, but at least it highlights a 
slightly better than seasonal over-all performance for late May. 


—® 
Contract awards for construction to be done in coming months appar- 
ently have very nearly made up for losses earlier in the year 


As May drew to an end, it looked as if the figures compiled by McGraw- 
Hill’s Engineering News-Record would reach the highest level for any 
month in almost two years. 


Compared with last year, May ran ahead by nearly one-third. 


Private construction remains several percentage points behind a year 
ago, as might be expected. However, a 20% higher total of contract awards 
for commercial building offsets about half the drop in industrial 


Some improvement can be seen even in the field of housing. 


The gain, so far, is in rental units. Engineering News-Record reports 
awards for “mass housing” up 25% for the year to May 29. Similarly, F W 
Dodge Corp. netes a 26% gain for apartments in April and of 38% in two- 
family houses. 


Up to the beginning of May, homes for single family occupancy still 
were behind. It could be, though, that this trend also has been reversed; 
FHA mortgage guarantees at midweek had soared to the legal ceiling 


— = 
Production of electric power seems to have stabilized at just below the 
level of a year ago, though this may be nothing to shout about 


And volume of railway freight traffic has leveled off, tou This defi- 
nitely is scant cause for joy, for the number of cars loaded is far below 
that for any recent year. 
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Improvement in the prices of both copper and steel scrap can reason- 
ably be included among favorable developments. However, these changes 
should not be overstressed; even a little buying here was calculated to 
boost prices from their recent distress levels. 


Prices generally go on pursuing their confusing trends, but here’s one 
thing that needs more emphasis than it’s getting: 


The “inflation amid recession” is entirely in the food field. 


Industrial raw materials have slumped. Even more to the point, the 
average for manufactured goods has just fallen below a year ago. 


Critics of manufacturers’ prices have been concentrating on the Con- 
sumer Price Index, commonly called the cost of living. Its series of new 
highs in recent months mainly reflects rising food costs. 


But manufactured goods at wholesale stopped rising last January. 


The decline since then has been small (for this is a slow-moving index, 
and it probably doesn’t catch a great many sales of industrial goods that 
are made below posted prices) 


Yet the index now stands at 125.2 against 125.3 a year ago. This 
interrupts an 11 point rise from January, 1955, to January, 1958. 


Processed foods present a sharp contrast to the average prices of in- 
dustrial goods in the wholesale markets (and, for the last two months, foods 
have been rising while farm products gradually gave ground). 


The wholesale food index last week hit a new high at 113. 


That’s up nearly 5 points so far this year, and it’s up 8 points since the 
rise got under way last October. Processed meats have played a big part, 
rising more than 25% to a six-year high in a six-month span. 


Weather has smiled on crops so far this year, and meat marketings in 
the last half will be larger than in 1957. Thus farm income stands to hold 
up pretty well. 


But the large output will pull prices down from recent levels. In fact, 
freer movement of vegetables already has sliced about 3% off the wholesale 
index of farm prices from the late-March peak. 


Don’t place too much weight on apparent improvement in the figures 
on the number of workers drawing unemployment compensation. 


The total is still double what it was a year ago. And, though it is down 
a quarter-million in a month, most of that drop represents workers exhaust- 
ing the benefits for which they are eligible. 


Here’s a measure of the way business needs for new money have fallen 
off, both to carry inventory and to modernize and expand: 


¢ Manufacturing companies went to market with only $576-million of 
new securities in the first quarter, less than half the 1957 figure. 


¢ And so far this year they have reduced bank borrowings nearly $700- 
million; last year, they were adding $400-million to their loans. 
Contents copyrighted under the general copyright on the May 31, 1958, issue—Business Week, 330 W. 42nd St., New York, N. Y. 





The Impala Sport Coupe—every window of every Chevrolet is Safety Plate Glass. 
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> _ Re i al 


EXCITEMENT RIDES WITH YOU every mile you roll in your new 
CHEVROLET. At rest or on the road, this sleek style-setter promises you more go, 


gaiety and glamor—and you'll find it keeps its promises beautifully. Come aboard and 


take the key to the happiest traveling on the highway! 


One look at those saucy lines and you 
know this new Chevy’s ready to 
shove off for wherever you say. 

Just name your course—a bustling 
highway, a tumbling mountain road 
or a side street to the corner grocery. 
Here’s a car with an eager gait that 
turns any route into a pleasure cruise. 

You’ll see what we mean the first 
time you feel the quick-sprinting 
torque of Chevrolet’s new Turbo- 
Thrust V8* whisk you up a steep hill. 
Or learn how this engine loves to 
shrink the miles out where they’re 
long and lonesome. And you'll find 


still more to be proud of in the way 
Chevy takes the wrinkles out of aging 
roads. There are two new rides to 
choose from—F ull Coil suspension as 
standard or a real air ride*—each 
engineered to achieve a gentleness 
you'd expect on only the costliest cars. 


The plain truth is that you’re 
missing one of the most rewarding 
experiences on the road if you haven’t 
yet taken the wheel of this new Chev- 
rolet. It’s an oversight your dealer 
will gladly remedy. . . . Chevrolet 
Division of General Motors, Detroit 
2, Michigan. 


*Optional at extra cost. 





PUZZLE TO YOU 


lL nless you are an engineer. familiar with electronics, this printed circuit 
for a five-tube receiver is probably a mystery. Yet you have similar 
deviees in your home. Television, radio, telephone, refrigerator, electrical 
appliances all have intricate circuits for control and direction of electric 
impulses. Continental-Diamond Fibre, a subsidiary of The Budd 
Company, produces vulcanized fibre, laminates and other plastics which 
are used for these and many other purposes by more than 3000 customers. 

Budd research and development goes deep into many fields—new 
metals for super-sonic planes and space vehicles— nuclear systems — 
machines for new concepts in scientific measurement and testing — as 
well as our basic manufacturing for automotive and railway industries. 


Phe Budd Company, Philadelphia 32. 
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PRODUCTS 


RADIOACTIVE 
FOR DEFENSE 


a 


RAILWAY 
PASSENGER CARS 
AND DISC BRAKES 


BODIES, CHASSIS, 
WHEELS, HUBS 
AND BRAKE DRUMS 


MEASURING 
SYSTEMS 


SOURCES 
AND SYSTEMS 


MISSILES, SPACE AND CDF 


Lightweight, CDF “Di-Clad®” materials 
for printed circuits are being used in con- 
trol systems, wiring harnesses and elec- 
tronic computers for missiles such as the 
Redstone, Jupiter, Falcon, Hawk and 
Sparrow. Other CDF products are used 
as rocket liners, flame barriers, heat de- 
flectors and solid fuel propellant cases. 
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‘Small’ Cars Coming By 1960 


Standard Lead Time For a New 1960 Model 


@ Detroit has just about 
committed itself to “small” 
cars late next year. 


@ They won't be so small 
as Volkswagens, cost much less 
than Fords and Chevies. 


@ But they'll offer buyers 
a choice of something mechan- 
ically different. 


If the auto industry sticks to the time- 
table that’s laid out in the chart at 
right, a new kind of smaller, lighter, 
more economical—but not cheaper— 
U.S. automobile will appear in the 
showrooms. But it can’t appear until 
late next vear. 

The chart shows the stages of de- 
velopment of a 1960 model, and the 
evidence around Detroit shows that 
Ford and General Motors small cars, 
at least, are pretty close to this timing. 

Chevrolet’s small car (BW—May24 
’58,p36), for example, has been run- 
ning for some time on GM’s proving 
ground. According to a chart on lead 
time shown by Pres. Henry Ford II at 
Ford Motor Co.’s annual mecting last 
week, marketing and enginecring re- 
search on a 1960 car would have iad to 
be completed early this vear. Early this 
year, Ford’s engineering staff released a 
prototype small car for testing and 
product engineering. 
¢ Detroit's Decision—The tentative go- 
ahead by Ford and GM, with 
Chrysler still hesitating, doesn’t mean 
that the U.S. will have its own People’s 
Car. “Small,” to' Detroit, still means 
something sized and styled more like 
the Ford, Plymouth, and Chevy than 
like the Volkswagen or Renault. But, 
mechanically, the cars will be entirely 
different from their Detroit contem- 
poraries. 

With the long lead time required to 
bring out a new car, Detroit is moving 
at its ponderous fastest to put in effect 
a new marketing theory that seeks to 
reconcile two conflicting forces: 

¢ Obviously, Americans in increas- 
ing numbers like the European cars well 
enough to buy them. In 1956, when 
Detroit would have had to start work 
toward a 1959 small car of its own, only 
98,000 cars were imported; in 1957, im- 
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ported car sales reached 206,000, 
and 300,000 sales are predicted this 
year. 

e Equally 
den’t buy the cheapest models of U.S. 
cars—the ones priced closest to the most 
popular foreign cars. According to GM 


obviously, Americans 


Pres. Harlow Curtice, only 10% of 
Chevrolet buyers in the first half of 
the 1958 model year picked the cheap- 
est 6-cyl. car; nearly 44% picked the 
highest-priced 8-cyl. models, with base 
price $400 higher, plus hundreds of 
dollars’ worth of extras. 

The new idea in Detroit is this: Offer 
an entirely new family of cars, not 
necessarily cheaper than the present 
lowest-priced models, but make it 
enough different in mechanism and 
styling so that a buyer doesn’t feel as 
if he has downgraded himself. 

“It won't be the cheapest Chevrolet, 
Ford, or Plymouth,” a Detroit executive 
points out. “It wili be a car all its own.” 
¢ New Family—Detroit has yielded to 
the necessity of meeting foreign-car 
competition when domestic cars are 
selling poorly, but it hasn’t surrendered 
its thesis that Americans insist on per- 
formance, comfort, and utility stand- 
ards beyond those of the European 
small cars. Auto men are aware that 
the “low-priced Three” have moved up 
the scale in size, luxury, price, thus 
abandoning the market area in which 


es 
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PRODUCTION 
AND SALES 


they grew. This market is now served 
by American Motors Corp.’s Rambler 
American and by the imports. 

However, Detroit spokesmen con- 
tend that the smallest cars aren’t the 
whole answer. Even now, there’s an 
upgrading in the imported car field, 
with larger cars making up a substan- 
tial share of the 1958 imports. 

Detroit's new “small cars’ will weigh 
aiound 2,500 Ib., with engines of about 
100 hp. to provide respectable accelera- 
tion. They will have a form of auto- 
inatic transmission—not the complex 
and expensive type in present cars but 
probably something like the “two-pedal 
control” semi-automatic systems that 
are common abroad. 

Engines will be in the rear, leaving 
room forward for generous passenger 
space and for storage in the nose. The 
junior-sized Chevy will have an_ air- 
cooled, horizontally opposed 6-cyl. en- 
gine, with the transmission also in the 
rear. Engine and transmission will be 
largely made of aluminum. 

Ford reportedly plans on an_air- 
cooled 6-cyl. engine, possibly mounted 
up front, with a front-wheel drive. 
Chrysler's plans are vaguer, but one 
story says the company is tooling up 
a +-cyl. engine. 
¢ Flat and Low—With cither Chevy's 
1ear engine and transmission or Ford's 
front engine and transmission, the in- 
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terior floor of the car can be flat (no 
driveshaft to hump it), and designers 
can lower the over-all height. Detroit 
planners insist the U.S. public de- 
mands the long, low look. 


Both cars will also have unitized 


bodies (integrated with the frame in 
stead of being set on top of it), and 
this also helps designers to get the 
100f lower. 

¢ Regulars Get King-Size—Whether or 
not Ford, GM, and perhaps Chrysler 
unveil their “small’” cars a year or so 





from now, the standard name-bearers 
will continue to get bigger. ‘The models 
that come out next October will be 
longer and probably more powerful 
than the 1958s. 

Initial plans for the Chevrolet, for 
cxample, called for a car as big as a 
current Buick and only a few inches 
shorter than the Cadillac. The standard 
cars for 1960, to be put on the market 
at about the same time as the new 
smaller cars, are expected to stay at 
about the 1959 dimensions. 


What Faces de Gaulle 


At midweek, France and the world 


at large were betting on a French 
government headed by Gen. Charles 
de Gaulle. But there was an even 


larger question as to what the general 
would do, once in office. 

lor most Frenchmen, as for foreign 
ers, the 67-year-old general remains a 
major postwar enigma. Living out of 
the main stream of French political 
life since the war, de Gaulle has had 
few close associates. 

He clearly believes in the greatness 
of France. But even when involved in 
politics at the end of World War II, 
de Gaulle never translated his fervent 
nationalism mto detailed policies. Yet, 
to govern France now, he would have 
and take into account the 
wide range of political positions in the 
National Assembly. 
¢ Cramping His Style—If de Gaulle 
does come to power, he will face the 
same problems that have plagued the 
l‘ourth Republic since the war's end. 
And the mere existence of a stronger 
executive at the helm won't make the 
solutions easier. There still will be lim- 
its, at home and abroad, to de Gaulle’s 
freedom of action. 

Moreover, in trying to solve France's 


to do so 
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basic problems, the new regime might 
simply create new ones. For instance, 
trying to meet France’s economic trou- 
bles, de Gaulle might break up the 
Common Market. And in reaching for 
a solution to Algeria, he might strain 
irance’s ties with its NATO allies, 
especially the U.S., and be forced into 
i go-it-alone policy. 

¢ North Africa—In Algiers, where pre- 
vious governments failed in a settle- 


ment, de Gaulle might succeed. Un- 
doubtedly, he will be ready to give 


the army more men and equipment - 
enough perhaps to convince the rebel 
National Liberation Front (F.L.N.) that 
it faces a long, bitter war. He might 
also be able to convince many Moslem 
moderates that it is now safe to side 
with France. 

At the same time, de Gaulle report- 
edly favors at least as liberal a settle- 
ment on Algeria as any previous French 
government has tried. Apparently he 
would accept a federation of Algeria, 
lunisia, and Morocco—as long as it 
stavs within the French Union. He 
might also be ready to promise gradual 
self-government in Algeria. 
¢ NATO Stand—In de Gaulle’s mind, 
Algeria cannot be separated from 


France’s position in NATO. He ap- 
parently feels that, in return for French 
allegiance to NATO, he deserves U.S. 
support in North Africa, regardless of 
the difficulties this creates for Wash- 
ington with the Arabs in the Middle 
East. This feeling is almost universal 
in the French army and among 
many French businessmen. 

In handling relations with NATO, 
de Gaulle probably would aim to have 
France play a role at least as important 
as Britain’s. France’s possession of nu- 
clear weapons—which is possible this 
year—would reinforce this claim. 

De Gaulle would also have his own 
ideas for dealing with Moscow. He 
seems to feel that France under his 
leadership could do a more skillful 
job than Washington in preparing the 
way for an East-West accommodation 
—though it’s unlikely de Gaulle would 
visit Moscow before discussing Soviet 
problems with Washington. 
¢ No Revolution—Despite the expecta- 
tion that de Gaulle would use a dif- 
ferent approach both to NATO and 
to Moscow, you find many old hands 
in the French civil service who are 
confident that the general does not 
intend to wrench NATO apart. These 
officials are convinced that, whatever his 
methods, he sees basic French inter- 
ests the same way as previous post- 
war governments. 

Even in the case of the six-nation 
Common Market, these civil servants 
do not expect a reversal of French 
policy. They argue, that French in- 
dustrialists—many of whom are backing 
de Gaulle—are sold on its benefits. 
Both officials and businessmen are 
likely to press this argument on the 
gencral: 

Through the Common Market, a 

Franco-German partnership could easily 
dominate economic life in Western 
Europe. But if France withdraws, 
Britain and Germany are sure to get 
together to run things. 
e Economics—Even if de Gaulle ac- 
cepts such an argument, he may have 
difficulty convincing everyone, espe- 
cially Germans, that France is still a 
good bet as an economic partner. Even 
before the present political crisis, 
France was running rapidly into the 
red with foreign payments, largely the 
result of lagging exports. 

De Gaulle might be able to tighten 
French economic controls, to get busi- 
nessmen to slow down _ investment 
voluntarily. But he would also need to 
get French unions to accept a wage 
freeze. And he won't have an easy time 
handling French trade unions. 

He has already antagonized even the 
non-Communist unions by the way he 
is grabbing for power with army back- 
ing. These unions also fear he might 
replace the present 40-hour week with 
2 48-hour week—at present wages. 
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Now, White Collars Get Frayed 


@ Earlier payroll cuts hit the production workers, 
but the salaried office people are feeling the pinch now. 


@ some companies consider it best to cut salaries, 


others cut down the office force, some shorten the work week 


—and reduce salaries proportionately. 


@ The actual saving in dollars and cents is often 


dubious, but executives think 


For the white-collar group—from pres- 
idents to file clerks—which so far had 
seemed selatively unscathed in the cur- 
rent recession, an old bugaboo is crop- 
ping up; layoffs, salary cuts, and short 
work weeks that have the effect of sal- 
ary cuts. 

For the first six months of the slow- 
down, “office people’ felt compara- 
tively little of the impact. Emplovers 
hesitated to chop in this area for sev- 
eral reasons: Many felt normal attri- 
tion would take care of necessary re- 
ductions; others felt that white-collar 
cuts were even more disruptive of plant 
and community morale than produc- 
tion-line layoffs, and if the upturn 
should come soon, skilled clerks and 
management people would be hard to 
replace. And cutting salaries was often 
considered impossible at a time when 
wages of unionized employees stayed 
constant or, under some contracts, were 
about te go up. 

You still hear those arguments widely 
—but among some hard-hit companies, 
they're becoming less important than 
the need to cut costs in office areas. In 
the last month or so, cuts have been 
coming faster. 
¢ How to Cut—There’s still debate 
about the best way to reduce the pay- 
roll. One argument goes that salary 
cuts at least keep people working until 
the upturn comes; the other claims 
that lower incomes also lower evervy- 
body’s morale, that outright lavoffs, 
with the survivors continuing at regu- 
lar pay, work out better. 

The problem itself, of course, is not 
one that any large part of business 
faces. Most companies are still run- 
ning in the black, even if margins have 
been narrowed. And those industries 
that are essentially all white-collar are 
generally the least hard-hit: insurance, 
finance, communications, and _ retail 
trade. 
¢ General Retrenchment—But among 
the more heavily hit producing indus 
trics, BUSINESS WEEK reporters found 
few this week where white-collar lavofts 
had not at least started. Where staff 
cuts aren’t enough, salary reductions are 
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economy is good psychology. 


coming into play. Almost half of the 
companies checked conceded—many un- 
willingly and few for the record—that 
they have cut white-collar pay anywhere 
from 7% to 25%. Another dozen are 
considering it for the near future. 

In effect, says a Detroit auto man, 
“the white collar is just reaching the 
point that the blue collar hit six months 
ago.” 
¢ Shorter Weeks—The cuts are taking 
a number of forms. Most common is 
the shorter work week. The lightest 
form this takes is shaving a half-hour 
from each working day, reducing the 
work week from 374 hours to 35. With 
pay reduced proportionately, it comes 
to about a reduction. Far more 
often, the work week has been cut back 
a full day—in effect, a 20% pay cut. 

In almost all these cases, production 
emplovees were already down to four 
davs or less. Using the same policy for 
white-collar groups helps to answer the 
argument that if unionized wages stay 
constant, clerical wages also should hold 
firm. 

The spring and summer coming in, 
many emplovees have tended to look 
on extra days off, even without pay, as 
not an entire evil. Particularly when 
off-days fall on Monday or Friday. In 
fact, among companies with the shorter 
work week, any grumbling has been less 
over lower income than over the fact 
that workers whose off-davs fall in mid- 
week miss the three-day stretch that 
others get. One company has put the 
off-day on a vacation basis—full pav will 
be kept up, but paid vacations will be 
proportionately reduced. 
¢ Pay Cuts—Other companies have 
found shorter weeks impractical for 
white-collar staffs. The juggling of 
schedules and the absence of people 
with kev information create a certain 
chaos in the work. Executives and de 
partment heads, at least, almost have to 
be available all week. In these cases, 
salaries have been cut—even in a few 
steel companies where members of the 
United Steelworkers are due for an aver 
age 9¢ increase in hourly pav on July 1, 
according to their contract. 


A few companies have run a 10% to 
20% cut for all salaried people, from 
top to bottom. More common seems to 
be the graduated formula typified by a 
Chicago company that supplies the met- 
alworking and electronics industries: 
20% for all who earn above $20,000; 
15% between $12,000 and $20,000, 
and 10% for all others. 
¢ Mere Psycholegy?—How much these 
cuts actually save a company is arguable. 

An aircraft company—counting both 
layoffs and salary cuts—estimates a $3.5- 
million saving on its white-collar bill. 

On the other hand, a New England 
machine toolmaker that cut all salaries 
10% says: “As a money saving, this cut 
in salaries is peanuts. We've done it 
more for morale purposes than to save 
money. We wanted to be able to 
point out that we were sharing the 
hardships along with the hourly work- 
ers.” This company’s production work 
ers are now on a four-day week and a 
three-week month. 

With or without official cuts, in- 
comes for salaried white-collar workers 
generally seem to be stabilizing, if not 
dropping. Only two of the companies 
checked indicate that raises, even for 
individual cases, are in the offing. A 
number suggest that, for a while at 
least, ‘“‘merit’”’ increases are out, and no 
raise will be given anyone except in an 
actual promotion to a more important 
and responsible job. 
¢ Weeding Out—Some tactics work 
out unexpectedly. An lowa company, 
for instance, a year ago employed some 
550 “executives.” Since last fall, 313 
have been dropped. This company 
started its white-collar lavoffs by weed- 
ing out the less effective men. ‘Then 
it found it had to switch methods. 
The highest-paid men in various divi- 
sions were laid off, including the manu 
facturing boss, and men with lower 
salaries were moved up. 

“We had to start laving off at the 
top,” savs a spokesman. ““We couldn't 
have a $15,000 man over only five or 
six men.” 
¢ Less Overtime—Incomes are drop 
ping even where no paycuts show as 
such. Auto companies, for instance, 
have slashed payrolls by eliminating 
overtime, which they have been paving 
to white-collar as well as production 
workers. 

Until very recently, a Ford man, for 
instance, making $100 a week would 
probably also pick up an extra 10 hours 
a week of overtime, for a gross pay of 
$137. With overtime climinated, this 
gross is reduced by a solid 27%. Over 
time pay usually stops at the $200 level, 
where the bonus system often steps in. 

Bonus rolls, too, are being sharply 
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cut, both by raising the base and reduc- 
ing the range; at Chrysler and Ford, 
they are probably out entirely this year. 

As an indication of how the overtime 
elimination can affect company costs 
GM has 94,000 salaried employees be 
low the bonus level and largely unrep- 
resented by unions; Ford has 45,000 
and Chrysler, 24,000. As something of 
a cushion for this group, the salary 
workers below the bonus level become 
this month for cost-of-living 
and annual improvement increases to 
taling about $21 a month. The auto 
companies are expected to turn loose 
between 5,000 and 10,000 more sal 
ited workers by midsummer. 

Bonuses seem to be disappearing in 
most places. Many of the executive 
cuts, in fact, are coming in companies 
that been giving rich bonuses. 


eligible 


have 


Says one comptroller: “We had it good 
while things were fat. Now we slice it 
a little while things are lean.” 

¢ Signs of the Times—In New York, 
virtually the white-collar capital of the 
world, overt signs of either layoffs or 
salary cuts are few. That may be partly 
because there are few mass industrial 
lavoffs there to contrast with the still 
happy lot of the office worker. 

But the signs of the times show in 
New York, too. The state employment 
service and several employment agencies 
report that their listings of administra- 
tive and professional people in the $15,- 
000-and-up class are the largest since 
the end of World War II, and place- 
inents are slow. Although none of them 
has heard of salary cuts, the offering 
salaries for clerical workers are 10% 
to 15% below the year-ago level. 


Time Works in Favor of Auto Pact 
UAW would like to stall until a strike could hurt the 


auto companies worse, but it 


Ihe auto industry and the United 
Auto Workers this week are being 
nudged toward a new labor contract by 
their own actions, despite public posi- 
tions that seem to be poles apart. Each 
has compelling reasons for wanting to 
settle now rather than debate the issues 
through the summer 

At midweek, General Motors, Ford, 
and acting in concert—stood 
pat on their offer to renew for two years 
the contract signed in 1955. They said 
they wouldn’t go one whit bevond it 

UAW ’'s Pres. Walter P. Reuther in- 
sisted the union would never under 
any conditions renew that exact agree 
The 1955 contract doesn’t meet 
problems, Reuther said, no mat- 
ter how good it was then. 

Yet, the two sides were being pushed 
toward a compromise agreement by: 

¢ The companies’ refusal to ex 
tend the expiring contract even on a 
day-to-day basis 

¢ UAW ’s insistence it would work 
without a contract and continue nego 
tiating 
* ‘Time Factor—lhis was a check and 
counter-check 

\ strike in the next few weeks would 
gobble up the union’s strike fund, cut 
off supplementary unemployment ben« 


Chrysler 


ment 
todav 


fits and unemployment compensation 


for those already idled by layoffs—and 
hurt the companies hardly at all 
because of the large stock of unsold 
CATS 

On the other hand, if UAW con 


tinued to work and to negotiate peace 
ably, it could carry the dickering down 
to late August and September, when 
the companies beginning 
1959 model production. Then, if man 


would _ be 
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can hardly afford to do so. 


agement did not yield, the union could 
strike with telling effect. 

The companies’ way to block this 
possibility was to refuse to extend the 
contracts as they have always done 
before. They are counting on Reuther’s 
statements that his members would 
work without a contract, although this 
would leave UAW members subject to 
a host of disadvantages (BW—May24 
"58,p123) and could disrupt the day-to- 
day functioning of the union. 

Undoubtedly, these countermoves in- 
crease pressure for early agreement on 
a new contract—the companies’ best 
protection against a strike at new-model 
time and the union’s best protection 
against disintegration. 
¢ Industry Bargaining—The events of 
the week that pushed the companies 
and the union closer together were both 
usual and out of the ordinary. 

[he unusual was the unannounced 
but very real existence of industrvwide 
bargaining in Detroit. The fact that 
GM, Ford, and Chrysler were acting to- 
gether was so well accepted that neither 
the companies, the unions, nor the re- 
porters bothered to comment on it. 

The usual was UAW’s back-down 
from some of its original bargaining ob- 
jectives. At a news conference a week 
ago, Reuther ran through a list of 10 
pressing problems without mentioning 
the union’s highly publicized _ profit- 
sharing plan 

‘Profit-sharing,” he said impatiently 
in response to a question, “is not a de 
mand but a mechanism.” 

By brushing aside this plan, which 
has been unacceptable to the auto com- 
panies, Reuther obviously was trying to 
get the negotiations off dead center. 





onvention 


Once a vear, the nation’s industrial 
distributors get together with their man- 
ufacturing suppliers to thrash out the 
trade’s problems 

In the past few years, a face-to-face 
conterence-booth program has become 
the focus of the three-day event spon- 
sored by the National Industrial Dis- 
tributors Assn., the Southern Industrial 
Assn., and the American Supply & Ma- 
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and president of the Southern group 
put it: “Communications is our biggest 


chinery Manufacturers Assn. Because of 
the record crowd this vear for the New 
York show, the booths were set up in 
Madison Square Garden (above) 

Che idea is to put top officials of the 
manufacturing companies in a_ spot 
where they can be easily approached by 
the independent distributors. As Alex 
V. Davies, vice-president of Moore- 
Handley (a Birmingham supply house) 
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J. Forrest Bennett (facing) discusses Chicago discounting problem 
with A. S. Boehm of Black & Decker... 


. . » Complains to George Rouse (center) and J. G. Buechel that 
Durabla Mfg. Co. dropped a good line... 


ft 
‘ye 


Y 


. . » Tells Leonard Rhodes that Lyon Metal Products has good 


products, should cook up better sales information. 


problem. This way, we can get the 
facts on the table.” 

As an example, J. Forrest Bennett 
president of Couch & Heyle of Peoria 
shown above talking with some of his 
suppliers, has had a list of problems 
compiled by his own sales people to 
take up with each manufacturer. Ben- 


BOOTHS set up in Madison Square Garden (left) provide informal 
setting for manufacturer-distributor talks. 


te-a-Tete Air 


nett told officials of Lyon Metal 
Products, Inc., of Aurora, Ill., that they 
had good products but needed better 
sales information to go with them. H« 
complained to Durabla Mfg. Co. of 
New York that it shouldn’t have 
dropped its gauge glass line. And he 
length with Black & 
wild discounting” that h« 
in the Chicago area 


discussed at 
Decker the 


SaVS CxISst 
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SHERMAN tanks, veterans of the war, are secking civilian careers. Just now, they're . . 


Mr. Ising’s Private Army 


Offhand, Sherman tanks once worth 
$+47-million might look like a bargain 
at $305.000. 

Walter Ising, Chicago warehouser 
president of Laube Steel Co., 
thought so. Last February, he bid high 
and got the award for 536 World War 
I] tanks. But before he got his battalion 
from Rock Island Arsenal to 
Sterling, Ill.—where the tanks are to be 
scrapped and salvaged—Ising wasn’t so 
sure. The 55-mile march turned out to 
be heavily mined with hidden costs and 
harried on every side by government red 
tape 
¢ Tariff Ambush—First of all, Ising had 
to get a special tariff approved by the 
Interstate Commerce Commission, be- 
cause the tanks couldn’t be moved di- 
rectly from Rock Island to Sterling. In- 
stead, because the Rock Island RR 
serviced the arsenal, and because the 
Northwestern Ry. had tracks abutting 
the vard where the tanks were to be 
stored, the Rock Island had first to 
move them, two per flatcar, to Clinton, 
lowa—making movement an ICC mat 
ter—and transfer them to Northwest- 
ern’s tracks, then to Sterling. 

Since no commercial tariff applies 
particularly to the hauling of whole 
tanks by rail, the two railroads applied 
for a tariff equivalent to the truck rate 


and 
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for hauling scrap and salvage. The 
original contract specified that Ising 
had to get the first batch of tanks 
moved before May 25, or face a Pen- 
tagon penalty. 

Meanwhile, the Rock Island RR 
was waiting word on the tariff before 
it would go ahead on a spur that had 
to be laid between its track and the 
tank graveyard. 

The roads had to file a second peti- 
tion—losing more time—because a clerk 
along the way wrote up the original pe- 
tition to reduce the rate from $8.35 to 
$5.38 per ton on a net ton instead of a 
gross ton basis. This little error would 
have cost Ising an extra $15,000 for the 
17,000-odd gross tons the tanks 
weighed. 

ICC came through May 6, and a 
few days later the Rock Island was 
laying the track. Last week, the tanks 
started moving out of the arsenal at the 
rate of 30 to 50 carloads a day. 
¢ Over-All—Even without these snafus, 
transportation expenses are running 
close to $90,000. Other costs include 
$2,000 for the 225-ft. spur between the 
Rock Island track and the tank grave- 
yard; $17,000 for blocking (loading 
tanks onto the flatcars and tying them 
down for shipment); $8,500 for de- 
militarization (dismantling of firing 


mechanisms); and $5,600 for unload- 
ing. 

¢ The Gamble—Up to this point, 
Ising’s investment is $428,000—and 
scrap prices have dropped $10 per ton 
since his February bid. If he sells the 
tanks for scrap now, he could get about 
$450,000. But cutting the tanks for 
scrap costs $7 per ton, and if he can’t 
salvage and find buyers for his tanks, 
Ising stands to lose about $100,000. 

But Ising has one factor in his favor: 
About 40% of the tanks are in running 
condition, and about half the remainder 
can be reconditioned. He hopes to sell 
a reconditioned tank for between 
$3,000 and $8,000, and has an eye on 
markets in friendly countries—some- 
thing that would first have to be cleared 
with the Defense Dept. The arsenal 
already is swarming with government 
security photographers taking pictures 
of engine and body numbers, so that 
a trace can be made if any turn up 
in foreign countries. 
¢ Prospects—Ising, who obviously isn’t 
easily discouraged, has been sending out 
feelers. He already has sold six tanks 
as snowplows to keep a Connecticut 
airheld’s runways clear, and responses 
have come from people who would use 
the tanks as house wreckers and bull- 
dozers. One woman wants a tank for 
her amusement park in Farmington, II. 
Several American Legion Posts are 
considering them for monuments, and 
a Detroit adman thinks he can capital- 
ize on their display value. 

More seriously, research labs are in- 
terested in the 500-hp. engines (some 
twin diesels and some gasoline) for wind 
tunnels; colleges for experimental pur- 
poses; and a few shrimp boat operators 
tor power plants. Ising says the engines 
will sell from $500 to $1,500. 

Lumber mills are looking into the 
purchase of transmissions, rear ends, 
and axles, want the tank guts for drives 
that can be coupled to saws, blades, and 
motors. There have been inquiries from 
small manufacturers of farm imple- 
ments. Individuals with cabins in re- 
mote spots have bid for the little 
gasoline generators in the tanks; and 
plastic molders have asked for informa- 
tion on pumps. 
¢ On the Level—Ising has no way of 
knowing how many inquiries are from 
screwballs. And in any case he’s not in 
a position to sell anything yet. He 
warns all interested parties to check 
their state laws on road weights. Some 
states won't allow anything as heavy as 
35 tons on their highways. Ising is 
pretty sure that contractors are on the 
level. Several have wanted tanks for 
some time to work in swampy areas— 
ex-Gls claim that the tanks will go 
through terrain that no commercial 
piece of equipment can get near. 

Ising says, ““We could make a neat 
profit.” 
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Arms Makers Fear Retrenchment 


Because federal revenue oscillates violently... 


eee (1) The government leaps from SURPLUS to DEFICIT 
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When the Eisenhower Administra- 
tion broke through its own budget ceil- 
ing last fall in the wake of the Soviet’s 
first Sputnik, many businessmen as- 
sumed two things: 

¢ The holddown on the Defense 
Dept. check writers would be lifted im- 
mediately; and. . . 

¢ The last thing that would be 
bothering defense contractors or anyone 
else would be the debt ceiling Con- 
gress imposes on the Administration. 

Now many of these businessmen are 
learning—painfully—that neither of these 
assumptions is really true. 

Defense Dept.’s stringent eR 
imposed during the economy drive last 
year are still in effect. Stories of a fresh 
round of restrictions and predictions of 
even more trouble over the next few 
months abound in the airplane industry. 

And the debt ceiling is destined to re- 
main one of the liveliest issues in Wash- 
ington for as far ahead as anyone wants 
to look—certainly through fiscal 1960. 
The chart shows the periodic pressure 
the ceiling puts on federal spending. 
And industries dealing with the Defense 
Dept. fear this pressure is going to be 
used as a permanent excuse for holding 
back payments. 
¢ Tax Stand—This week's announce 
ment by the Administration that it op 
poses tax cuts this vear sets the stage. 
Eisenhower told Congress he hopes cor 
porate income and excise rates will be 
extended beyond July 1 at present 
levels. He also opposes a general tax cut 
for individuals. 

Democratic leaders in the House 
predict that the House will go along 
with Eisenhower on both points. 
¢ Mounting Deficits—One overriding 
concern brings the Administration and 
the Democratic leaders together on 
taxes—their abhorrence of deficits. 

Only last January, Treasury Secy. 
Robert B. Anderson requested—and 
Congress granted—a $5-billion increase 
in the debt ceiling to $280-billion. 

This won't be enough. Recession and 
the continuing high cost of arms are 
creating deficits that are likely to force 
the ceiling up to $295-billion in fiscal 
1960 (charts). 


|. Behind the Debt Rise 


What’s happening this fiscal year is 
a forerunner of worse to come. When 
Anderson asked for his $5-billion ceil- 
ing rise last January, the official predic- 
tion was for a deficit this year of only 
$400-million. 

Since then, revenues have shrunk. 
Anderson now expects $70-billion this 
vear, instead of $72.4-billion. 

Spending is finally on the rise, too, 
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after a slow start. Whereas January and 
lebruary were below a year ago, March 
and April were slightly higher, and this 
trend will speed up. Instead of $72.8- 
billion aS expected in January, outlays 
this year may run to $73.5-billion. 

Next fiscal year, starting in July, re- 
ccipts are expected to be $4-billion or 
so under the original estimates and 
spending will be in the neighborhood 
of $4-billion higher. Instead of a sur- 
plus of $500-muillion, these trends will 
give an $8-billion to $10-billion deficit. 
¢ Annual Problem—Anderson’s imme- 
diate concern is getting by the winter 
months—when tax receipts are always 
at a low ebb, and the debt mounts. 

Last year, he let Congress leave town 
without asking for a ceiling rise. He 
got by all right partly by cashing in 
$100-million of unused gold reserves, 
and by having the Federal National 
Mortgage Assn. sell some $800-million 
worth of securities. 

(he spending holddown in the Pent- 
agon also helped—though how much is 
a matter of hot dispute between arms 
suppliers and the Administration. ‘The 
arms industries say the Pentagon took 
$1-billion out of their hides by slowing 
down payments; ‘Treasury officials say 
only $400-million was involved. No 
matter which—the defense suppliers 
didn’t like it. And they greatly fear 
similar holdbacks this winter in the 
name of the debt ceiling. 
¢ Strategy—Anderson’s strategy is to 
wait until the corporate and excise tax 
extension bill is safely through 
Congress. Then he'll be able to get a 
sharper focus on his winter needs. He'll 
probably wind up asking for another $5- 
billion increase in the debt ceiling, 
knowing he'll need more later on. 


ll. No Relief for Arms Makers 


What the arms makers would like is 
restoration of all their old methods of 
doing business with the Pentagon. 
Many think a really big increase in the 
debt ceiling is step No. 1. 

But there’s little to give them cheer 

Anderson is not likely to ask for any 
more rise than he needs to get by the 
annual December-January shortage of 
cash, and to maintain maneuvering 
room for his debt managers. For this 
purpose, he likes a ceiling at least $3 
billion higher than the debt. 
¢ Growing Alarm—But no matter what 
Anderson asks for, there is no indica 
tion that the Administration is going 
to soften its attitude toward its defense 
suppliers. Just this month, Defense 
Secy. Neil H. McElroy rejected an 
appeal by the aviation industry for 
more liberal payment schedules. 

Alarm in the industry is widespread. 
lhe Administration policy has been de 
nounced as “immoral” and “unethical” 
by some spokesmen. Aviation Weck, 
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a McGraw-Hill publication, says the 
rules now in effect create a financial 
crisis for the industry. The industry 
talks about new Pentagon stretchouts 
in delivery schedules, requests for de- 
layed billings, and postponement of 
contract settlements—all devices to hold 
down the flow of dollars. 

The round of troubles began a year 
ago, when the Pentagon realized deliv- 
erics of finished goods were ahead of 
schedule. Paying . these goods threat- 
ened to wipe out the Administration's 
projected fiscal-1957 surplus. 

* Holddown Orders—A series of hold- 
down orders was issued. Overtime was 
canceled on many large projects, sup- 
pliers were asked to delay billings 
voluntarily, and some _ contracting 
officers put a stop to payments until 
the current fiscal year opened last July. 

At this same time, the Pentagon cut 
progress payments on fixed-price con- 
tracts to 70% of the contract instead 
of 90%. 

The Administration let Congress go 
home without requesting a ceiling rise. 
But then came Sputnik I and the whole 
spending picture changed. The Ad- 
ministration began to move slowly 
toward higher defense outlays, but the 
debt ceiling was painfully low, and, to 
stay under it, new steps were taken to 
preserve cash; biggest was a slash in cost 
reimbursement payments on cost-plus 
contracts from 100% down to 80%. 
¢ Payment Dispute—The hottest dis- 
pute right now, however, is whether 
the Air Force and the Navy Bureau of 
Aeronautics are or are not paying 
promptly for finished goods. Pentagon 
officials challenge the industry to come 
forward with a single case of failure to 
pay a properly submitted bill. 

Industry spokesmen insist that con- 
tracting officers below the top Pentagon 
level are asking suppliers not to present 
bills at all until fiscal 1959 begins July 
1. And there’s clearly a spending hold- 
down in some defense offices. The 
Navy's Bureau of Aeronautics, for ex- 
ample, is having trouble keeping within 
the Defense Dept.’s spending target. 
¢ Spending Lag—For the Defense Dept. 
whole, however, there’s just as 
clearly no pinch. The target is to spend 
$39.1-billion this fiscal year, up from an 
original goal of $38-billion. 

In the first 10 months of the fiscal 
vear, spending was $31.9-billion. To 
reach $39.1-billion, some $7.2-billion 
would have to be spent in May and 
June. But monthly rates have not been 
running higher than $3.2-billion. 

In this situation—in which officials 
are trying to slow down the cash flow 
in some programs and speed it up in 
others—defense suppliers look ahead to 
the next few months with increasing 
nervousness. ‘They suspect a major re- 
trenchment program may be in the 
works—highly selective but still painful. 


as a 


CED Names 


Most important commission 
on money problems in 50 years 
is set up now. Its study is ex- 
pected to take three years. 


This week, the nonpartisan Com- 
mittee for Economic Development an- 
nounced the members of its long- 
awaited Commission on Money & 
Credit. The new commission (pictures) 
is charged with making the first full- 
fledged study of the nation’s monetary 
structure since the Aldrich Commission. 
That group’s findings in 1911 led to 
the establishment of the Federal Re- 
serve System. 

The CED first suggested such a study 
in 1948. Other proposals were made a 
few years back and, in 1957, Pres. 
Eisenhower formally asked Congress to 
support an investigation. But Congress, 
which is jealous of its authority over 
money matters, refused to approve this 
proposal. In November, 1957, the CED 
got a $500,000 grant from the Ford 
Foundation to set up an investigation 
of its own. 
¢ Three-Year Study—In launching the 
commission as a completely independ- 
ent body, CED Chmn. Donald K. 
I avid emphasized that, like the Aldrich 
Commission, the new group will make 
a three-vear study. Its members, he 
points out, represent the “wide diver- 
ity of interests involved in a basic re- 
ussessment of our monetary and finan- 
cial system.” 

Every effort has been made, he says, 
to insure that the group will be “thor- 
oughly objective” and will tackle its 
job from “the standpoint of the general 
welfare and not from that of any special 
political or economic interest.” 
¢ Nominating Committee—The new 
commission has 25 members. ‘They 
were not chosen by the CED directly 
but with “the advice and consent of” 
a special 10-man selection committee of 
educators and economists, which in- 
cluded Arthur Burns, former chairman 
cf the President’s Council of Economic 
Advisers. The CED adopted this pro- 
cedure not only to insure getting the 
best possible candidates but also with 
an eye to the kind of protocol that nor- 
mally accompanies the appointment of 
Presidential committees. 

There is no doubt that the CED suc- 
ceeded in getting a broadly based and 
representative group, including men 
from banking, business, agriculture, and 
labor. It is also fairly evenly balanced 
between Republicans and Democrats. 
As one member of the selection com- 
mittee explained, “We wanted to be 
sure that their recommendations will 
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Frazar B. Wilde 


Marriner Eccles 


get a fair hearing, whoever is in Con- 
gress or the White House in 1961.” 

¢ CED Veterans—But despite its inde- 
pendence, the new commission has a 


CED orientation. Its chairman _ is 
Frazar B. Wilde, president of Connecti- 
cut General Life insurance Co. and 
chairman of the CED’s research and 
policy committee. The vice-chairman is 
H. Christian Sonne, a banker and 
businessman who is head of the Na- 
tional Planning Assn. and is a CED 
trustee. Sonne was also a member of 
the selection committee. 

Other CED members on the com- 
mission include Lamar Fleming, Jr., 
chairman of Anderson, Clavton & Co.; 
Fred Lazarus, Jr., chairman of Federated 
Department Stores, Inc. (page 33); J. 
Cameron Thomson, chairman of North- 
west Bancorporation; Theodore O. 
Yntema, vice-president of Ford Motor 
Co., Allan Sproul, former president of 
New York’s Federal Reserve Bank, and 
Beardslev Ruml, former chairman of 
R. H. Macv & Co. 
¢ Labor People—There are two official 
labor representatives on the commission: 
Stanley H. Ruttenberg, director of re- 
search for the AFL-CIO, and William 
l Schitzler, AFL-CIO’s 
treasurer. 

In addition, there are some members 
considered “‘svmpathetic” to labor such 


secretary- 
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H. Christian Sonne 


Lamar Fleming, Jr. 


as Robert R. Nathan, a World War II 
bureaucrat turned economic consultant, 
and Isador Lubin, special assistant to 
Pres. Roosevelt and New York 
State’s industrial commissioner. 

The Aldrich Commission had no 
labor representation. And the trade 
union movement has always resented 
the fact that an agricultural man, but 
no one from labor, has always been a 
member of the Fed’s seven-man_ board 
of governors. Part of the delay in nam- 
ing the new commission secms to have 
been due to labor's reluctance to join 
a “‘business-oriented”’ commission. 
¢ Flexible Thinking—Great care was 
obviously taken in-giving representation 
to specific groups. However, David 
stresses that the members were chosen 
primarily for their “individual capaci- 
ties. 


now 


Even though some members may be 
said to represent various positions and 
interests, it is difficult to predict just 
what kind of position the group as a 
whole will take. That’s because only a 
minority of the members have definite 
positions. Wilde, for example, clearly 
favors an orthodox approach and sup- 
ports the independence of the Federal 
Reserve. At the same time, an associate 
describes him as “the ideal chairman 
because he will support with great 
integrity whatever the majority decides.” 


Stanley Ruttenberg 


J. Cameron Thomson 


Allan Sproul 


Sonne, who is well thought of by 
labor, holds orthodox 
orthodox, says one observer, that “they 
are positively 19th Century.” — Yet, 
Thomson, a banker, is regarded as “‘a 
liberal” in monetary matters, and the 
same holds true for Lazarus 
¢ Money Experts—One of the strongest 
men on the committee will be Allan 
Sproul, who is widely regarded as the 
nation’s No. 1 central banker. Sproul, 
retired from the ed two vears 
ago, has long been in favor of supple- 
menting the present general credit con 
trols with specific controls over such 
areas as consumer credit and mortgages. 

Another monetary expert on the com- 
mittee is Marriner Eccles, former chair 
man of the Fed. He also is expected to 
favor changes in both monetary and 
fiscal controls. And Beardsley Rum, 
who sponsored the “pay-as-vou-go” tax 
plan, will be active in investigating 
the tax aspects of the commission's 
work. 
¢ Others on Team—Here is a rundown 
on other commission members 

Adolf A. Berle, Jr., now of Columbia 
University, is expected to take a liberal 
approach. 

James B. Black, chairman of Pacific 
Gas & Electric Co., has served as in 
dustrial adviser to the ‘Treasury. 

Henry H. Fowler, director of the 
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Office of Defense Mobilization under 
Pres. Truman, is public power expert. 
Fred T. Greene, president of Indian- 
apolis’ Federal Home Loan Bank repre- 
sents the savings and loan associations. 
Philip M. Klutznick of Chicago is a 
public housing expert. 

Irwin Miller, chairman of Cummins 
Engine Co., 1s expected to concentrate 
on small business credit problems. 

David Rockefeller, vice-chairman of 
New York’s Chase Manhattan Bank, is 
the grandson of Nelson Aldrich, who 
headed the original study. 

Charles Sawyer was Secy. of Com- 
merce under Truman. 

Earl B. Schwulst, president of New 
York’s big Bowery Savings Bank repre- 
sents the mutual savings banks. 

Charles B. Shuman is president of 
the American Farm Bureau. 

Jesse W. Tapp, chairman of the 
Bank of America. 

Willard L. Thorp, director of Am- 
herst College’s Merrill Center for 


Economics, is a foreign trade expert. 
¢ Demanding Job—The CED had first 
mca on a smaller group, then en- 
arged it to get broad representation. It 
is satisfied it has assembled a distin- 
quished group, although it had some 
notable turndowns, including Burns. 
Service on the commission will be 
hard work. Both Wilde and Sonne ex- 
pect to spend at least a day a week in 
their posts over the next three years. 
And the other members will average 
one formal meeting a month, in addi- 
tion to a lot of reading and studying. 
The commission’s first task is to 
choose a research director, who will 
play a large role. Following CED's 
pattern, the group will set up an ad- 
visory board of academic experts to help 
advise on the selection of a research di- 
rector and staff. 
¢ Progress Reports—Because of the 
large size of the commission, it is prob- 
able that a number of sub-committees 
will be formed to study specific areas. 


In addition, the group will authorize 
a large number of research papers and 
monographs to be done by outside ex- 
perts. There may also be public hear- 
ings on such issues as small-business 
financing or consumer controls. 

While the full study will not be com- 
pleted for about three years, special re- 
ports may be issued from time to time 
Though the CED hopes that the grou; 
will reach substantial agreement, they 
do not want any recommendation wa- 
tered down to the point of uselessness 
because of the compromises. Instead, 
once a majority of the commission 
reaches agreement, an opportunity will 
be provided for dissents. 

The CED hopes that the commis- 
sion will come up with recommenda- 
tions as far-reaching as those of the 
Aldrich Commission. Though the new 
group doesn’t have the same authoriza- 
tion, CED feels that its broad repre- 
sentation and its independence will 
give similar weight to its views. 


Why Business Spending Sags 


Businessmen tell their reasons for slowdown in capital spend- 


ing—mostly lack of need for more capacity, and pressure on 


cash. They see no big early spur to spending. 


Capital spending is declining sharply 
right now. As the McGraw-Hill survey 
reported this spring (BW —Apr.19°58, 
p31), business plans for new plant and 
cquipment indicate a total drop of 
about 20% from 1957 to 1959. That's 
a key reason why this is turning out to 
be the longest and most serious of the 
postwar recessions—and why a business 
upturn, when it comes, promises to be 
sluggish (BW—May3'58,p26). 

During the past two weeks, BUSINESS 
WEEK reporters throughout the country 
have been interviewing dozens of cor- 
poration officials who make the capital 
spending decisions—to get a first-hand 
picture of the reasons behind the de- 
cline, the way businessmen presently see 
the outlook for their own companies’ 
capital spending, and what they think 
can be done to give capital spending a 
lift 
¢ Pattem—What emerges from these 
interviews is a highly varied and com- 
plex pattern which, nevertheless, reveals 
some quite clear conclusions: 

e The decline in capital spending 
was caused mainly by two things: (1) 
a lack of need for additienal capacity 
as a result of the heavy rate of spend- 
ing for new plant and equipment since 
the end of the war, but particularly in 
1955-57, and (2) the pressure on cash 
which became particularly acute when 
sales fell off at the end of 1957. 

¢ Business is showing no signs of 


panic. Despite the drop in = the 


cash flow to corporations is holding up 
well. That is primarily because of ris- 
ing allowances for depreciation, which 
have become an increasingly important 
source of funds for business investment 
in new plant and equipment. 

e Yet business generally can’t see 
any likely development at this point 
which would make for a rise in the 
capital spending trend for many months 
to come. 

Few businessmen think that a 
change in depreciation allowances or 
the corporate income tax would have 
any significant short-term effect on their 
investment plans. And very few ex- 
pect a sharp enough recovery in sales 
to necessitate major additions to ca- 
pacity for the next couple of years. In- 
ceed, some companies now think they 
won't be needing extra capacity until 
well into the 1960s. 

Of course, this kind of super-cautious 
outlook can be as short-sighted as the 
super-confidence of 1955-57 proved to 
be. Nevertheless, it exists today—and is 
an economic factor itself. 


|. Why They Spend—or Don’t 


When you talk to businessmen about 
how they make capital spending deci- 
sions, you get a story which sounds 
simpler—but is really more complicated 

-than any economist’s theory of invest 


ment. For most companies, the critical 
question is this: 

Have we got enough capacity to han- 
dle present or prospective sales? 

When businessmen almost unani- 
mously answered that question in the 
negative in 1955, the capital spending 
boom was on. When they answered it 
affirmatively at the end of 1957, the 
capital spending recession started. 

What are they saying now? 
¢ Slow Growth Ahead—Says Walter E. 
Hoadley, Jr., treasurer and economist 
cf the Armstrong Cork Co.: “We still 
believe in the interim period thesis.” 
By this, Hoadley means the thesis that 
the economy has entered a period of, at 
best, very slow growth compared with 
the earlier postwar period. Hoadley says 
Armstrong’s management had a strong 
feeling from 1956 on that the capacity 
problem would arise. It saw backlogs 
ending and the rate of family formation 
declining—a factor of particular impor- 
tance to an outfit ail as Armstrong, 
whose business is closely related to 
housing construction. 

Armstrong thinks its own business is 
at the bottom now, and will be starting 
up this fall. Armstrong foresees an un- 
even course of development in the areas 
where it does business. Industrial build- 
ing, says Hoadley, looks weak; packag- 
ing is a “moderate growth” area; and 
residential building looks “strongest”— 
but with nothing in view near the past 
postwar peaks until well into the 1960s. 

But this implies little push for extra 
capacity. 
¢ Exceptions—Armstrong’s “interim” 
thesis finds echoes in many other in- 
dustries—steel, nonferrous metals, autos, 
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This friendly Aa, man helps Penn Yan 
build extra savings with a plant safety plan! 





As skilled in preventing accidents as in producing high-quality pleasure 
craft, Penn Yan Boats, Inc., of Penn Yan, New York, takes pride in 
its plant safety program that boosts production and cuts insurance costs. 


In operating this program, safety-minded management at Penn Yan 
makes good use of suggestions trom the Ay Safety Engineer. 

This production-minded specialist has helped Penn Yan put into 
effect many special safeguards and procedures to protect 

employees working at a wide variety of machines and operations. 


As a result, accidents have been reduced, morale raised, 
savings in dollars recorded. In just 7 years, Penn Yan 

has saved $17,216 on insurance costs through good safety 
experience . . . gained another $13,659 in mutual dividends. 


Setting up plant safety programs is another friendly Ayy “extra” 
that helps manufacturer policyholders save lives, limbs and dollars. 


Sound reasons to see your friendly Ayy man now! American Mutual, 
Dept. BW-8, 142 Berkeley Street, Boston 16, Massachusetts. 


merican 
utual 


LIABILITY INSURANCE COMPANY 


Your friendly Aw man can advise 
you on all your liability insurance needs 


Leading writers of Workmen's Compensation, all forms of Liability, Crime, Accident and Health Insurance 





pulp and paper, petroleum refining, 
textiles. Within broad industry classi- 
fications, there are individual exceptions 

such as Champion Paper & Fibre Co., 
which has caleuihed on the biggest 
capital spending program in its 45-year 
history 

Champion has earmarked $20-million 
for this year, has more on tap—and this 
is an industry that right now has an 
overcapacity of about 500,000 tons of 
pulp-making facilities—out of its total 
capacity of +.5-million tons. A Cham- 
pion spokesman explains: “That's the 
way vou stay ahead.” Champion is 
spending to improve the quality of its 
paper and to increase efficiency. 
¢ Caught Up—But such individual ex- 
ceptions as Champion don’t alter the 
basic situation: Industry built enough 
capacity in the past two years to handle 
the kind of growth rate we were get- 
ting in 1955-56—but that rate has van- 
ished. And industry has caught up on 
its most obvious needs for moderniza- 
tion and relocation 
¢ Point of No Retumn—Even companies 
that are still spending money to boost 
cfhciency sce this. For instance, the 
Cooper-Bessemer Corp., which makes 
gas and diesel engines, compressors, and 
illied products, thinks it may have 
reached the point of ‘diminishing re- 
turns in this respect. As J. E. Brown, 
secrctary-treasurer, puts it: “It’s so 
damnably rare anv more when you can 
find a tool so much more efficient as to 
pay for its installation in reduced labor 
costs 

One reason is that high-priced new 
teols and equipment have to be a lot 
more efficient than present equipment 
before a company can even begin to get 
back. Cooper-Bessemer rec 
ognizes this even in its own products. 

After all,’ savs Chmn. Lawrence F 
Williams, “what do you spend money 
for—tc make money. Right now, we're 
making an engine that produces three 
times the horsepower in the same space, 
with a 40% fuel saving over our engines 
of 10 vears ago, and vet we still can’t 
obsolete the equipment that our cus 
tomers ar using. It’s fully depre 
ciated and prettv cheap to operate, so 
they're just going to keep on using it 
for a while.” 

Some companies, of course, are still 
using inefhcient prewar cquipment that 
they'd love to junk—but can’t because 
they're in financial trouble. Among 
can count the railroads and 
many textile mills. 
¢ Lost Spur—Regional shifts in capital 
spending don’t seem to be the spur to 
over-all growth that thev have been. 
Ihe postwar boom in new buildings 
put in place efficient new plants wher 
ever the changing regional pattern of 
markets dictated. ‘These new buildings, 
in new places, won't quickly become 
obsolete 
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those vou 
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General Electric, for instance, has 
said that it made a major effort to re- 
locate plants during the past decade, 
but will do very little new building for 
the next several years. The tremendous 
spending by steel companies to install 
new basic capacity on the East Coast, 
and in the Detroit and Chicago areas, 
won't be repeated soon. Most of the 
southward shift of textiles has been 
completed. 


ll. Where to Find the Cash? 


But capacity requirements aren't 
necessarily the determining factor in 
deciding whether a company spends 
more or less on new plant and equip- 
ment. Many businessmen think the 
more basic question is: 

Do we have the money to spend? 

These days, plenty of company treas- 
urers and comptrollers are answering 
that one with a resounding “No.” One 
big manufacturer—who didn’t want to 
be identified for obvious reasons—told 
BUSINESS WEEK that his company had 
been spending more than it earned for 
the last few years, felt that it had 
spent up to the limit, and was worried 
that its long-term debt structure was 
already too high. 

Though money was available to this 
company, if its officers wanted it, this 
man said that to borrow anv more 
“would only invite regulation and _ re- 
strictive clauses from bankers and insur- 
ance people who then would have a 
voice In management.” 
¢ Cloudy Future—A_ capital goods 
maker said it wasn’t fear of excess ca- 
pacity that caused his company to cut 
its capital spending. The chief reason 
was simple: “We're losing money.”” The 
company’s first concern, said this busi- 
nessman, was to retain cash. The future 
looked awfully cloudy to it: 

“We can make plans for vears ahead, 
but let’s not kid ourselves. We can’t 
see very far. We have to run this 
business mostly on general impressions.” 

Pressures of the kind felt in these 
hardship cases are affecting a verv wide 
number of companies today—if less in 
tensely. In this slump, corporate profits 
have been cut more sharply than in the 
previous postwar recessions. 
¢ Sluggish Cash Flow—Profits are not, 
of ceurse, the onlv source of funds for 
capital spending. The most important 
determinant of capital spending is “cash 
flow”’—retained earnings plus deprecia- 
tion. And most companies have more 
cash than in 1949 or 1954. 

But it’s also clear that there has been 
a significant reduction in cash flow since 
1957. This contrasts with the situation 
in 1949, when there was little change, 
and in 1954, when cash flow actually 
increased because of tax reduction and 
faster depreciation. 

Of course, companies could make up 


the reduction in cash flow by outside 
borrowing. But most companies were 
already borrowing heavily in 1957 and 
don’t think it’s prudent to go deeper 
in debt at a time when profits are de- 
clining. So reduced cash flow is having 
a severe impact on plans for new invest- 
ment—an impact that hasn’t occurred 
before in the postwar period. 

¢ Big and Small—Big companies, the 
BUSINESS WEEK survey suggests, are far- 
ing better than small companies right 
now, so far as cash is concerned. Said 
Lawrence G. Campbell of the Alan 
Wood Steel Co. of Philadelphia: 

“There is always room for improve- 
ments and there are plenty of things 
we'd like to go ahead and do. But we 
simply haven't the cash and, with sales 
down, we don’t want to borrow any 
more than we have to.” So Alan Wood's 
policy now, says Campbell, is “Let's 
cefer everything we can unless we ab- 
solutely need it.” 

This situation is general. Federal 
I'rade Commission figures indicate that 
profits of corporations with assets under 
$1-million are declining twice as fast 
as those with assets from $10-million 
up. The smallest corporations did not, 
as a group, make any profit at all in 
fourth-quarter 1957. 

So far, the worst trouble is concen- 
trated among small companies and de- 
pressed industries. But together these 
companies constitute a fair-sized group 
that can no longer maintain, much less 
mcrease, capital investment. ‘They 
threaten to be a drag on any upturn 
that begins with a revival of investment 
by the stronger companies. Again, these 
conditions were not present to the same 
extent in 1949 or 1954. 


Ill. What Will Start It Moving 


Most 
BUSINESS WEEK survey—in which big 


companies covered by the 
outfits predominated—insisted that 
money wasn’t their real problem. It 
was markets~—and present capacity. So 
they couldn't see how lower interest 
rates, more available credit, faster de- 
preciation allowances, or even a small 
cut in the corporate income tax would 
do them much immediate good. 

For the longer haul, business regards 
these as stimulants for capital spend- 
ing. But right now, what business is 
panting for is more orders from cus- 
tomers. 

When those orders start showing up 
in greater volume, companies will be 
impelled forward on their investment 
planning by another critical factor—one 
that is helping to sustain capital spend- 
ing even today. That factor is each 
company’s determination to hang onto 
its share of a market—or to get a bigger 
share while the getting is good. Of such 
determinations are capital spending 
cycles and business cycles made. 
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PHEOLL is 


tuming down 
DUSINESS .... 


recession period 
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We have been asked why we don't ‘‘grab everything we 
can get’’ during periods of difficult selling. 


Our answer is plain and simple: We are in business 
for the long haul. 


Fifty years in the fastener industry have taught us 
the only business worth having comes as a result of 
mutual trust and confidence. 


It's true—we are turning down business! 


Pheoil’s entire marketing structure is dedicated to building 
up long-term, solid relationships with selected accounts. 


We are embarking on a stepped-up program of increased 
selectivity in spite of economic conditions. 


Much of this business is profitable, but the really important 
point is that during difficult times our hard core of old line 
customers needs our fullest attention. 


It's only by separating the ‘‘in-and-out’’ accounts from 5 
the ‘‘regulars’’ that we can give the kind of service Pheoll Manufacturing Company 


that has made Pheoll a leader in the industry. 5700 WEST ROOSEVELT ROAD 


Our “‘first team’’ will be our only team, and they will receive CHICAGO 50, ILLINOIS 
our very best in bad times as well as good. 





In Business 


Officials Blush as Surplus Butter 
Is Shipped to Dairy-Rich Wisconsin 


Red-eared officials of the Agriculture Dept. are trying 
to laugh off the 120,000 Ib. of surplus butter that they 
had absent-mindedly shipped into that center of the 
butter-making industry, Wisconsin. And they have 
hastily rerouted another 150,000 Ib. that had been started 
on the road to Wisconsin's institutions and welfare 
agencies 

“Oops, sorry,” muttered the department's Dairy Mar- 
keting Service in Chicago, admitting it knew all along 
that Wisconsin is an exporter, not an importer, of 
surplus butter. 


Hawaii, a legally walled citadel of the cane sugar 
industry, is getting its first shipments of beet sugar, by 
special permission of the Agriculture Dept. Unlike 
Wisconsin’s butter, this is no blooper; the island’s re- 
serves of cane sugar have run out, squeezed by the strike 
that started Feb. 1 on 27 plantations. 

It's too early to say how Hawaiian palates will react 
to their long-time anathema; some outside experts say 
they can’t tell beet sugar from cane. 


Postal Rates Will Be Boosted on Aug. 1 
With 1¢ Tacked on Nearly All Items 


Starting Aug. 1, citizens and business will find them- 
selves paying about $550-million more a year for the 
services of the Post Office. . 

\ bill tacking 1¢ each on the 2¢ postcard, the 3¢ first- 
class letter, the 4¢ air postcard, and the 6¢ airmail letter 
was signed this week by Pres. Eisenhower. Third-class 
rates will also go up, some of them Aug. 1, and some in 
January. Among them: the piece and pound rates on 
bulk mailings, and the piece rate on individual third- 
class mailings. 
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Boston’s Commuter Railroads Slash 


Service on Red Ink Stained Runs 


This weekend, there’s a violent explosion of the 
drastic action that has been threatened for a long time 
by the commuter railroads leading into Boston (BW — 
Jan.18°58,p149). 

Effective June 1, the Boston & Maine’s timetable 
lists upwards of 100 fewer trains, 70 of them scratched 
from the commuter area. Also, 26 stations near Boston 
are being closed. 

On the same day, the New Haven declares it will 
discontinue all passenger trains between Boston, the 
South Shore, and Cape Cod. The New Haven move 
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means that 9,500 commuters will have to seek other 
public transport—none exists now—while another 1,500 
will be affected by the May 31 closing of passenger 
runs on a meandering Boston & Albany commuter 
branch. 

The action by the New Haven was authorized by the 
federal court decrees that brought the road out of 
reorganization in 1947. The court ruled that if pass- 
enger losses on the Old Colony Div. should exceed 
$850,000 in any 12-month period, the service could be 
ended. Actually, the road claims its losses have topped 
this figure in every year since 1948. 

The New Haven has been threatening to act for more 
than a year, hoping thereby to get subsidies and tax 
relief. When none was visible, the New Haven secured 
a federal injunction barring the Commonwealth of 
Massachusetts from interfering with the shutdown. 

Last week, while the state’s Attorney General sought 
to upset the federal order, residents and businessmen 
struggled to patch together a subsidy and tax plan that 
would keep the trains running. 


Highway Trust Has $1-Billion in the Kitty 


As Program Lives Up to Predictions 


Motorists are pumping tax money from gasoline, 
tires, etc. into the Highway Trust Fund at just about the 
rate predicted by the experts. For the 22 months 
through last April, $3.3-billion collections went into the 
fund, while some $2.2-billion was paid out to the states 
for new highways, leaving $1-billion-plus in the kitty. 

Under the speedup already approved, next year’s 
highway spending will outrun collections by about 
$200-million. After that—unless Congress and the 
President decide otherwise—the program will be tailored 
back to fit the tax income. 


United Press Swallows Hearst's INS 


In Merger of Major Wire Services 


One of the three leading U.S. wire services virtually 
disappeared last week when Hearst Corp.’s International 
News Service was sold to the United Press Assn. for 
an undisclosed amount of UP stock. UP is controlled 
by E. W. Scripps Co., which also has a large interest 
in the Scripps-Howard newspaper chain. 

Hearst publications and broadcasting outlets have been 
the chief customers for the news and features supplied 
by INS. The present deal is called a merger—the sur- 
viving service will be labeled United Press International 
—but only about 10% of the editorial workers and none 
of the mechanical employees of INS will be retained. 

The Justice Dept. is inquiring into possible antitrust 
aspects, but trade circles believe the deal will stand up 
because INS has been losing money for some time. 

Other Hearst-Scripps-Howard combinations are sug- 
gested in trade gossip. One rumor has it that Hearst's 
San Francisco Examiner will swallow the Scripps paper 
there, while Scripps’ Pittsburgh Press will take over 
the local Hearst paper. 
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WHAT WILL 
HAPPEN TO 
IMPORTANT — 
WORK WHEN 
YOUR 
EMPLOYEES GO 
ON VACATION? 


Call MANPOWER, INC. for 


TRAINED TEMPORARY REPLACEMENTS 
TYPISTS * STENOS °* OFFICE WORKERS 
WAREHOUSEMEN °* FACTORY WORKERS 


Use our bonded, insured employees as long 
as yeu need them at low hourly rates . . 
we'll work in your office or ours. 


-++eeee+ write for free vacation schedule! ------- 


Tells you at a glance when replacements 
- @re needed for vacationing staff members. 


Also available: FREE BOOKLET ‘100 Ways to 
Improve Efficiency — Save Money in Your Office.”’ 


A DECADE OF BUSINESS SERVICE 


iit li) -.-)4-) oe le 


Over 140 Offices in the U.S., Canada, and Abroad 


WORLD HEADQUARTERS: 820 N. Plankinton Ave., Milwaukee, Wis 
MANPOWER BRANCH OFFICES ARE LOCATED IN MAJOR CITIES FROM COAST-TO-COAST AND ABROAD 
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Trucks with New, More Powerful Battery Do More Work 


Here's the secret. Unique advanced tubular con- 
struction. Every positive plate packs more power. 
So you get greater battery efficiency—more power 
in the same size to fit your present trucks. 


New Exide-lronclad boosts 
work capacity...cuts cost 


It packs up to 44% more power than 
other batteries you might buy. But 
costs less per work unit and has 
longer life potential. So you can step 
up the work output of your present 
trucks, get more done during every 
day, and without increasing your 
truck investment. Result: every 
power dollar buys you more in actual 
work done. Only Exide offers such 


a big power bargain today. If you 
want to make your dollars go 
farthest . . . right now and for years 
ahead ... don’t take less than the 
new Exide-Ironclad. For detailed 
bulletin, write Exide Industrial Divi- 
sion, The Electric Storage Battery 
Co., Philadelphia 2, Pa. 


Exide 
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Congress is getting into a going home mood. Members feel that the 
major decisions for the year have already been made. Ticked off, they are: 
(1) more money for defense and public works, (2) a generous foreign aid 
program, (3) a tariff bill that is not too protectionist, and (4) no big tax cut 
this year. There’s still work to be done to carry out these decisions—a lot of 
votes to be cast and counted. But the decisions are made. 


Those four decisions are the overriding ones. And congressmen have 
a feeling that no other votes are very important. On other issues, they can 
vote their constituency or their conscience, and it won’t matter. 


So how are the big issues going to be voted? The pattern is becoming 
pretty clear. A lot of events have influenced Congress. The Russian missile 
advance last fall had its effect. The recession added its influence. And 
foreign affairs stimulated recent Congressional thinking: The attacks on 
Vice-Pres. Nixon in South America brought up short the temptation of many 
congressmen to raise protective trade barriers, or to cut aid. The French 
crisis certainly strengthens the Administration’s hand. 


The rundown shapes something like this: 


More money for defense: Already increased funds are going out for 
missiles and newer weapons, and for research. The government spending 
rate is increasing. A modest surplus predicted in January is now a multi- 
billion-dollar deficit. Washington sees the trend continuing, perhaps for 
years to come (page 21). 


On foreign aid, Congress has been less truculent than before. The Sen- 
ate is considering a larger bill than the House passed—the final figure will 
be around $3.6-billion. There are quibbles about whether there should be 
more or less money for military aid and less for economic aid, but Pres 
Eisenhower will get about what he wants. 


The reciprocal trade bill will be voted on in the House next week. 
It was to be the crux of a policy battle. This was to be the year of a return 
to protectionism. But look at the issue now as the debate gets under way: 
Freer traders and the Administration had enough votes to get a “liberal” 
bill out of committee. So whatever the House and Senate do, the outcome 
will be a compromise best described as effective extension of the old Cordell 
Hull program, or at least a continuation of the status quo. The point is that 
Congress is not yet a “high tariff” body. 


A general tax cut is a dead issue. The President’s decision this week 
to propose specific relief only for small business is practically final for 
Washington. Without White House backing, a big tax bill is out of the 
question The corporation income rate of 52% will be extended, as well 
as the so-called Korean excises. 


Other anti-recession actions are just about as predictable. Congress 
will extend unemployment compensation vn Eisenhower’s terms. That is, 
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an additional 50% of pay for workers whose eligibility has expired. The 
federal aid would be a loan, to be repaid out of state reserves. 


The $1-billion Fulbright program is about ready for House vote. The 
legislation, already passed by the Senate, will offer localities low-cost loans 
for community facilities. The House may tack on the legislation a pin- 
pointed depressed area provision. 


Here is a rundown of lesser issues: 


Fair trade: There will be a committee report, but that’s all. The House 
Interstate Commerce Committee will probably approve legislation attempt- 
ing to reestablish the right of a manufacturer and a retailer to agree on a 
resale price. The bill now under consideration would go farther than previ- 
ous laws that have been rejected by the courts. Congress won’t pass the bill 
this session; a renewed drive will be made next year. 


Union welfare funds: The Senate passed a disclosure bill, but the House 
Labor Committee is so tied up in major and minor disputes that prospects 
are nothing will happen. 


Union regulation: Again the Senate may adopt some provisions restrict- 
ing the power of union leaders, but there is no chance the House committee 
will act. 


An increase in federal aid to airports is getting new attention. Demo- 
crats want to increase outlays immediately from the present $63-million to 
$100-million a year. The federal money is matched by local governments 
on a 50-50 basis. The Administration, already opposed to continuing the 
$63-million program, probably will be able to defer the new program this 
year. But it will be up again next. 


Pre-merger notification: The legislation is stymied in the House Rules 
Committee, and the Senate Judiciary Committee has yet to report a measure 
Chances of passage seem slight. 


Small business capital bill: The Senate Banking Committee bill approved 
this week appears likely to pass Congress. The legislation would give the 
Small Business Administration three-year authority to use a $250-million 
revolving fund to invest in small business and local government development 
companies. 


Alaska statehood: Proponents are pessimistic, despite the final approval 
by the House this week. The Senate can be a big barrier. Their fear is that 
if final passage isn’t accomplished this year, it will be a long time before 
another try would be successful. 


The Pentagon’s highly touted weapons system management scheme is 
coming up for a serious second look. The plan turns over to a prime con- 
tractor virtually complete control over design and production of a missile, 
including direction of component specifications and procurement. Now 
military officials are seeing some bad results on some counts. 


Biggest complaint: The military services have abdicated control over 
projects that result in increased development costs. Officials say that many 
weapons systems managers are duplicating each other’s ground support 
equipment and important components. 


You can expect some new restrictions soon—perhaps limiting the power 
of the primes on their own selection of standard hardware, and so on. 
Contents copyrighted under the general copyright on the May 31, 1958, issue—Business Week, 330 W. 42nd St., New York, N. Y. 





man-on-the-spot 


in Brussels 


Beirut or Brussels—Bangkok or Bologna ents, Bank of America’s International 


—wherever there’s business in action, Department is located in every impor- 
you’re likely to find a Bank of America tant center of world trade. 
man-on-the-spot. If such on-the-spot service could help 
Through a global network of branch put your overseas plans in action, why 
offices, representatives and correspond- _ not get in touch with us about it? 


BANK OF AMERICA 
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icromation! 


New word. And a dynamic new design concept. It 
enables Huyck’s Waldorf Instrument Division to 
compress a huge amount of performance intoa any 
space. And results in electronic computers and 
servo systems of dramatically reduced size and 
weight. Micromation applies wherever the bulk and 
pounds of conventional components are the critical 
factors that limit payload and performance. Micro- 
mation applies to the world of aircraft, rockets, 
missiles and satellites. 


Good example of Waldorf’s Micromation is the 
W1901 Transistorized Servo Repeater. 2 inches in 
diameter. 4 inches long. The first complete remote 
control system in one, simple, plug-in “package”’ 


Waldorf Instrument Co. Division 





including amplifier and power supply. Total weight? 
13 ounces! Each such servo can replace as many as 
nine different old-style components that are twice 
as heavy and take up more than three times as 
much room. And hundreds of such servos may be 
integrated into just a single system. Translate the 
weight and space saved into pounds of fuel. That's 
the powerful thrust of Micromation! 


Micromation is just one “‘for instance’”’ of Waldorf's 
scope of capabilities. Waldorf ideas are at work in 
three major fields—electronics, precision mecha- 
nisms and fluid control. For a closer look at the 
Waldorf Division of Huyck (pronounced “‘Hike’’), 
write for literature. 


F.C. HUYCK & SONS 


Huntington Station, L.1., N.Y. 
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George M. Humphrey (left), 
back home from Treasury and 
Cabinet, turns eagerly to “re- 
vitalizing” National Steel—and 
a new Brazil ore development. 


It’s often said of businessmen who 
have taken high positions in the govern- 
ment that they are never quite the same 
again. The challenge and responsibility 
of dealing in terms of millions of people 
and billions of dollars can make the 
affairs of a single corporation—even a 
big corporation—seem a little parochial. 
The government can become the high 
point of such a man’s life; what went 
before becomes prologue, and what 
comes after becomes anticlimax. 

This may or may not be true of other 
businessmen. It most certainly is not 
true of George M. Humphrey (picture), 
who resigned last July after four and 
a half years as Secretary of the Treasury 
and strong man of the Eisenhower Ad- 
munistration. 

Humphrey went back to Cleveland, 
to all outward appearances exactly the 
same man who left there late in 1952. 
Quickly and with evident enjoyment he 
has picked up the reins of the various 
businesses he had been involved with 
for the previous 35 years. And at 68, 
he has set out to put the climax on his 
career in the role of a businessman and 
not as a public servant. 
¢ Time  Limit—At National Steel 
Corp., where Humphrey last vear suc- 
ceeded Ernest T. Weir as chairman of 
the board, Humphrey is the company’s 
strongest personality, running a_pro- 
gram to “revitalize” it. At M. A. 
Hanna Co., which he headed when he 
left for Washington (and which owns 
27% of National’s stock), Humphrey 
holds the title of “honorary chairman 
of the board.” He is working there 
on a large iron ore development in 
Brazil that may be his final great 
achievement in a business life marked 
by spectacular industrial developments. 

He has only three years, however, to 
put together this new venture and start 
it on its way to production. Before he 
came back from government service, 
Humphrey sought—and the Hanna com- 
panies approved—a provision that mem- 
bers of their boards must retire “after 
their 70th year.” 

Under its terms, Humphrey must 
leave both the Hanna and National 
Steel boards by March, 1961, when he 
will be 71. That, of course, won’t end 
Humphrey's influence in the com- 
panies. But it’s probable he wants to 
finish his major projects by then 
¢ Quick Transitions—When he joined 
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the Eisenhower Administration, Hum- 
phrey was the epitome of the business- 
man in government. He came from a 
background of heavy industry—the min- 
ing of ores, the production of steel, 
large-scale water transportation. He 
had made it an industrial habit to avoid 
the limelight. He seldom talked to 
reporters. Nationally, he was relatively 
unknown. 

He adjusted easily to the different 
ways of politics. He took over the 
Treasury Dept. with few shifts in his 
administrative behavior, and moved 
from the spending of millions to the 
handling of billions with no malad- 
justments of his psychic sacroiliac. 

Having finished his government tour, 
he has readjusted to the millions-only 
category without any apparent feeling 
of a comedown in importance from 
his federal assignment. He is glad to 
be back in industry—and told a BusINEss 
WEEK reporter the other day, “I feel 
very much more natural in business.” 

“But,” he added, “neither Mrs. 
Humphrey nor I would take anything 
for the experiences we had in Washing- 
ton. We made many a good friend who 
will stay with us for the rest of our 
lives.” 

If he had the decision to make again, 
under the same circumstances, said 
Humphrey, he would do the same thing. 


|. Pepping Up a Company 


While he finds the psychological ad- 
justment back to industry easy, Humph- 
rev’s task at National Steel is not a 
simple one. In taking over the board 
chairmanship late last summer, he in 
herited a company that had come to 
the end of a generation. Its dominant 
figure had been Weir, who with 
Humphrey and George Fink of Detroit 
had put National together out of these 
picces—W eirton Steel Co., Great Lakes 
Steel Corp., and the huge Hanna in 
terests in iron ore, lake and 
lower lakes blast furnaces. 

National had put its chips primarily 
on tinplate and flat rolled products 
used mainly by the automobile, appli 
ance, and packaging industries. Humph- 
rev had played an important part in 
this decision. Weir provided the driv 
ing force. 

It was a good decision, and the 
profits piled up steadily. 
¢ Holding the Line—When Humphrey 
took over last vear, however, he found a 
company suffering from the first stages 
of the current business recession as well 
as from a lethargy brought on by years 
of success. Competitors had invaded 
National’s major markets to such an ex 
tent that many outsiders seriously ques 


vessels, 


Gets Back at the Company Helm 


tioned whether Humphrey could con- 
tinue to adhere to the old product mix. 

These outsiders were predicting di- 
versification and mergers, and proclaim- 
ing that this would be Humphrey's 
first big problem. Remarks of Pres. 
Thomas E. Millsop at National’s 1957 
annual meeting were interpreted as 
indicating the company would diversify 
to assure continued profitability. 

Humphrey didn’t see it that way. 
His stint in Washington had clearly 
revealed a characteristic trait—that of 
championing a principle he believes in 
against opposition based both on argu 
mentation and sentiment. To him, 
National’s product mix had been satis- 
factory, and could be again. 

So at least for now, he has put aside 
all suggestions that National look to 
other products or other customers for 
future profits. At this year’s annual 
meeting, he indicated that he was satis- 
fied with National's product line, that 
he planned no diversification, and had 
no mergers under consideration. 
¢ Rumor Mill—This statement set off 
predictions that Millsop and Humphrey 
were coming to the parting of the wavs. 
his Humphrey denies. 

“There is no disagreement between 
om and me on any company policy, 
he says. “We are always watchful to 
take advantage of any opportunity. We 
will expand in any way whenever it is 
advantageous to do so. But our present 
lines and locations now look good to 
us.” 
¢ Prescription—If so, then how does 
Humphrey plan to “revitalize” Na 
tional, and lift its profitability back to 
its former level among the industry's 
profit leaders? National's profit margin 
has hovered around 7% to 8% on sales 
for seven vears while others—notably 
U.S. Steel Corp. (BW—May3'58,p34) 
have climbed up to or above that level. 
But in 1950 National topped the in 
dustry with a 10.77% return on sales. 

Humphrey's answer is twofold: (1) 
a youth movement and (2) new 
from the outside. 

It hasn’t taken him long to put his 
answer to work. Just before last month’s 
annual meeting Edwin O. Burgham, 
68, president of Weirton Steel Co., 
a National division, was raised to chair 
man of the division. Pres. Paul Carna 
han, 53, of Great Lakes Steel 
named chairman of that division 

This made room for two new and 
vounger men with “new ideas.”’ Albert 
J. Berdis, 49, came from Olin Mathie 
son Chemical Corp. to take the Weir 
ton presidency; he had gained his steel 
experience at U.S. Steel Corp., where 
he most recently had built and run the 


Fairless Works. Wilfred D. MacDon 
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Electric Wheels 


For thousands of years the wheel 
stayed pretty much the same as it was 
invented. All it had to do was roll. 
Power came from somewhere else, 
either pushing or pulling. Even as you 
and I roll around on wheels right now 
things are still pretty much the same. 
You might say that there’s been less 
change in the wheel than in any other 
invention. 

Now, in the past fifty years or so, 
the world has put power to its wheels. 
We don’t use animals or people any- 
more to push or pull our vehicles; we 
use engines. But the engines do the 
same thing . . . they push or they pull. 

The way things are now, you have 
an engine that produces power. And 
then you have to worry about trans- 
mitting that power to the wheels so 
the vehicle will move. That’s why the 
machines have transmissions, drive- 
shafts, differentials, belt drives, chain 
drives, and all kinds of drives. By 
hook or crook these systems get some 
of the engine power to the wheels. 
But by the time you take into account 
friction and mechanical inefficiency, a 
lot of power has gotten lost along the 
way. Basically, getting power to the 
wheels this way is still a lot like the 
idea of the pushcart or the horse and 
buggy ... the power comes from 
somewhere else and all the wheels 
have to do is roll. 

You'd get a lot more power from 
the wheels onto the road, where it 
counts, if you had the power right in 
the wheels. And that’s what we've 
done with our LeTourneau Electric 
Wheels. On our vehicles, every wheel 
has a powerful motor built into the 
hub — every wheel drives. 
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by R. G. LeTOURNEAU 


A diesel-powered generator pro- 
duces electricity and cables carry the 
current to the wheels. But the wheels 
do all the work...and they don’t 
lose any power through transmis- 
sions, driveshafts and differentials. 

Another thing about this kind of 
power is that it’s always looking for 
a way to work. Sometimes you get a 
wheel on a slippery surface where 
there’s hardly any traction. That’s 
when the ordinary wheel spins. But 
with our Electric Wheels, the extra 
power that isn’t being used shifts right 
over to the other wheels, and you 
keep :ight on going. 

The same power that drives the 
wheels also brakes them. It’s called 
dynamic or regenerative braking. All 
that means is when you're going 
downhill, for example, momentum 
causes the wheel motors to act as 
generators. A tremendous field of 
magnetic force holds you at the speed 
you want to go and with it you can 
brake right down to a stop. It’s all 
done with electricity and you have no 
brake drums and linings to wear out. 
You never need a brake job. 

We're using Electric Wheels on all 
our mobile, heavy duty equipment for 
the logging industry and on our big, 
off-road transporters that can carry 
100 tons or more. When you've seen 
them at work doing all sorts of big, 
tough jobs, you'll realize that power 
in the wheels is a big step forward. 
It’s a step you can take. Start by 
telling us about your machinery prob- 
lem — and let us put Electric Wheels 
to work for you. 


R.G. ETOURNEAU [NE 


2615 SOUTH MAC ARTHUR ° 


LONGVIEW, TEXAS R-106 





nell was promoted from vice-president 
of operations at Great Lakes Steel to 
division president (he had come from 
Bethlehem Steel early in 1957). 

¢ Directors, Too-Then Humphrey 
turned to the board of directors. Out- 
side board members have been a Na- 
tional tradition, but Humphrey, on his 
return, didn’t find the diversity he 
wanted. 

So “inside” members Burgham and 
Carnahan lost their board seats. Four 
new “outsiders” have been elected: 
Walker L. Cisler, 60, president of De- 
troit Edison Co.; Henry T. Bodman, 
52, recently elected president of the 
National Bank of Detroit; and Leonard 
S. Mudge, 51, and Henry L. Hillman, 
39, two of Pittsburgh’s prominent 
younger businessmen. 

Humphrey points out that these men 
are “closely associated with the com- 
pany’s interests and ownership,” and 
are “highly respected businessmen from 
the cities closest to the company’s af- 
fairs.” 
¢ Unworried—Humphrey says he also 
plans to move up younger men in the 
existing organization. At least for now, 
he is staking National’s future on these 
two points: new ideas and vouth. He 
seems undisturbed by the possibility 
that other steel companies may be ex- 
panding more rapidly than National. 

“IT am not worried about the capacity 
of National in relation to other steel 
companies,” he says. “I am only inter- 
ested that National has the capacity to 
serve its customers and that it serves 
these customers well. We are more 
interested in being good than big.” 


il. Crown for a Career 


While busily engaged in untangling 
the problems he found at National, 
Humphrey is still playing an important 
role at M. A. Hanna Co., which he 
headed for 23 vears up to 1952. 

Hanna, in addition to its 27% owner- 
ship of National, has important hold- 
ings in several other companies, includ- 
ing Consolidation Coal Co., formerly 
Pittsburgh Consolidation Coal Co. 
Humphrey has resumed his seat on 
the board of Consolidation, where he 
formerly was chairman. 

e Magnet—As honorary chairman of 
the board at Hanna, Humphrey is show- 
ing the same strong personality that 
made him so influential in the Presi- 
dent’s Cabinet. He has made a delib- 
crate effort to remove himself from 
the company’s routine business by mov- 
ing his office down two floors below 
the Hanna executive offices in Cleve- 
land’s Leader Building. Even so, his 
influence is widely and frequently felt. 

It’s a Humphrey characteristic that 
on any team or in any group or organi- 
zation, his is the dominant personality. 
When he heads a company, there’s no 
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question about who is “boss.” As one 
Clevelander recently remarked: 

“In a room of a hundred leading 
businessmen, Humphrey would stand 
out. People would be gathering around 
him for conversation and advice.” 

At Hanna, at any rate, he is the 
strong personality. He retains a con- 
sultant role, and when company people 
have an important problem, they trek 
down the two floors to his office. 
¢ Final Coup—It is with Hanna, too, 
that the former Secretary is making 
what outsiders look upon as an attempt 
to accomplish one more industrial coup 
before he retires to his hunting, fishing, 
horses, and civic activities. 

lor Humphrey was a strong catalyst 
in the recent announcement by Hanna 
that it had acquired, together with Leo 
Model of New York and associates, the 
controlling interest in St. John d’el 
Rey Mining Co. in Brazil. Hanna has 
had a long-time interest in this com- 
pany, which operates the largest gold 
mine in Brazil—and also owns what is 
believed to be the biggest, richest iron 
ore deposits in that country. 

In January, Humphrey flew to Brazil 
with other Hanna executives. After see- 
ing the property, he said: “It is prob- 
ably the largest showing of minezal 
wealth sticking out of the ground anv- 
where in the world.” 

Observers who know Humphrey be- 
lieve the Brazilian iron ore project will 
be his last attempt to put together a 
major industrial development. He 
helped form National Steel and Con- 
solidation Coal. In the 1940s he joined 
with Jules R. Timmins, president of 
Hollinger Consolidated Gold Mines, 
Ltd., to form Iron Ore Co. of Canada 
and develop the huge, rich iron ore 
deposits along the Labrador-Quebec 
border. Success of that venture is a 
tribute to its timing 
¢ The “Right Time’—The Brazilian 
move is reminiscent of the Labrador 
transaction. As in Labrador-Quebec, 
the St. John d’el Rev ore deposits have 
been known for vears. Development 
has been postponed by the costs in 
volved before enough iron ore can be 
brought out for economical exploita 
tion—probably a new railroad, new port 
facilities, power equipment. 

Humphrey has not committed him- 
self irrevocably. He said recently, “It 
would have been ahead of time to de- 
velop the Brazilian deposit earlier. It 
has been known, but now many factors 
have changed, including an increase in 
the demand for iron ore at home and 
abroad along with the exhaustion of cer- 
tain deposits. We are not sure now 
whether the time is right, but we are 
studying it.” 

It will surprise many if conditions 
aren't right. It’s likely that Humphrey 
wants to add this one last monument 
to his corporate success. END 


BUSINESS WEEK e May 31, 1958 








... meets every 
spring construction 
requirement 


Samson Spring Wire—an up-to-the-minute product of Keystone 
Steel & Wire Company, with modern performance character- 
istics—is available to fulfill every spring construction. 

Samson Spring Wire is custom made with the correct finish, 
temper and tensile to fit each use. Users like the uniform size 
and coiling characteristics of Samson Spring Wire. 

Contact your Keystone representative for complete details 
today—or write direct. 





@ Upholstery spring wire, coiling and knotting quality 
Upholstery spring wire for marshall pack units 





Special upholstery spring wire for use in automatic 
coiling and knotting machines 


@ Common lacing wire 


@ Special automatic lacing wire 





@ Spring wire for cross helical springs and for short 
tension springs 


@ High carbon wire for borders and braces 

@ High carbon wire for cold rolling into border and 
brace sections 

@ Wire for severe crimping or clinching upholstery 
spring construction 











Keystone Steel & Wire Company, Peoria 7, Illinois 


KEYS TON E 


WIRE FOR INDUSTRY 
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VANGUARD OF A. RISING ECONOMY 








While an ever-growing, ever-expanding 


America pauses momentarily for breath * 
—before new flights to greater economic 
heights — agriculture vaults ahead .. . 
the vanguard of today’s and tomorrow’s 
rising economy. 

Farm cash income is up again—11% 
over 1957. Translated, this means farm 
families have a million dollars a day more 
to spend than they had a year ago. 


Most of the best farm families depend 
on FARM JOURNAL. The same is true of 
advertisers. Isn’t it time for you to take 
off with the vanguard of our rising 
economy? 


FARM 


JOURNAL 


Philadelphia 5, Pa. 
One of the nation’s truly great service magazines 
Read by most of the best farm families 


Graham Patterson Richard J. Babcock 
Publisher President 








In Labor 


Teamsters’ Defender in Hoffa Case 


Appointed Monitors Board Chairman 


The three-man board of monitors of the Teamsters 
has a new neutral chairman—Martin F. O'Donoghue, 
an attorney who defended the union in the legal action 
that led up to the establishment of the board. 

O'Donoghue, general counsel of the Plumbers, opened 
the IBT court fight for approval of James R. Hoffa’s 
election to the union presidency. Later, an injunction 
that barred Hoffa from office was lifted when 13 rank- 
and-filers withdrew their opposition to him and the 
union accepted an order to operate under overseers. 

There were some raised eyebrows at O’Donoghue’s 
appointment to succeed Judge Nathan Clayton, who 
resigned. It is significant, however, that the Plumbers’ 
general counsel is close to AFL-CIO Pres. George 
Meany, who led the federation fight to force the Team- 
sters to clean up—or get out of AFL-CIO. 


Goldberg Suggests Labor Heed 
Its Own Ethics, Not Management's 


Arthur J. Goldberg, special counsel to the AFL-CIO 
* and the Ethical Practices Committee, this week indi- 
cated union spokesmen may veer away from finger- 
pointing at management's alleged sins. Goldberg said 
questions concerning management ethics are “irrelevant 
to labor's concern with this problem.” 

His remarks, at the annual luncheon of the Workers 
Defense League, may point to some disagreement 
within the committee over ways to enlist public sup 
port for fending off strict legislative controls (BW — 
May10°58,p91). 

Goldberg plumped for “maximum disclosure in all 
areas Of union operations.” But he also warned that 
legislating against corrupt practices might tempt unions 
“to let up on voluntary action” to police themselves. 


Fence-Mending Teamsters Forge Alliance 
With 60,000 in Office Employees Union 


The International Brotherhood of Tcamsters last week 
negotiated a mutual-aid pact with the Office Emplovees 
International Union (AFL-CIO) and announced prog- 
ress toward ending a long feud with another federation 
union, the United Brewery Workers. 

The Teamsters agreement with the OEIU calls for 
joint organizing in areas of mutual interest, particularly 
among white-collar workers in industries in which IBT 
is active. Leaders of the 60,000-member office union 
reported to their membership that the “assistance pact” 
should “result in tremendous organizational strides.” 
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Meetings between IBT and Brewery Workers repre 
sentatives are seeking “ways of developing mutual co- 
operation” in bargaining with the United States Brew 
ing Foundation and multi-plant employers with whom 
both unions have contracts. If a working agreement 
can be reached, an IBT-Brewery Workers feud dating 
back to the turn of the century will be ended. 

Meanwhile, IBT and AFL-CIO’s Retail Clerks—ene 
mies in the past—put aside differences to negotiate a 
new contract with Montgomery Ward & Co. this week. 
Leaders of the unions said the cooperation ushers in 
“a new era of union progress in retailing.” 

The details of the IBT-OEIU pact and the negotia 
tions between IBT and the Brewery Workers and Clerks 
are not so significant as the probable IBT strategy be 
hind them. Under James R. Hoffa, the truckers’ union 
—expelled from AFL-CIO on ethical practices charges— 
is quietly making friends and alliances. 

The OFIU pact is the seventh. Others are with the 
Machinists, Upholsterers, Meat Cutters, Carpenters 
Operating Engineers, and Laborers. 

It’s no secret that the Hoffa-led ‘Teamsters is biding 
its time for a bid to return to the House of Labor. 


o * * 
Arkansas May Become First State 
To Outlaw Make-Work Practices 


Arkansas was one of the first states to bar the union 
shop and other forms of compulsory unionism when it 
adopted a “right to work” law in 1947. Now a cam 
paign is under wav to make it the first state with a 
“freedom to hire” law against featherbedding and mak 
work practices. 

Signatures are being collected to enable a constitu 
tional amendment to be placed on the ballot for the 
fall’s general election, declaring: 

¢ Featherbedding practices are contrary to the public 
policy of the state. 

* No employer may be required to employ a greater 
number of persons than the employer deems necessary. 

The proposal would empower state courts to “enjoin 
any person, association, or corporation attempting, di 
rectly or indirectly, to require, induce, coerce, or com 
pel” an employer to hire unnecessary workers or to 
enforce limits on the amount of work done. 

The campaign for signatures—40,000 are needed—is 
being conducted by the Committee for Industrial Prog 
ress of the Associated Industries of Arkansas, Inc. ‘The 
chairman is former Gov. Ben T. Laney, who was in 
office at the time the “nght to work” law was passed. 
Laney says the new law would help attract industry 
into the state. 

It would assure employers that they “would not be 
subjected to any type of coercion that would interfere 
with the proper management of their business,” Laney 
said. 
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Waiting for Detroit's Decisions 


@ Industries facing contract talks hope Big Three auto 


companies can hold firm against “immoderate” concessions. 


@ Detroit settlement won't necessarily set a pattern, 


but could have an important psychological impact. 


@ Some industrial relations men believe wage mora- 


torium “unrealistic,” urge quid-pro-quo approach. 


\ state of suspense pervades collec 
tive bargaining outside the auto in- 
dustry this week. What happens when 
contracts expire in Detroit will exert a 
trong influence on negotiations in other 
industries. The big question in manage 
offices across the is not 
whether new upward pressure will be 


ment country 
ipplied on wages, but how much pres 
ure—and 

Wage negotiations are under way o1 
ibout to open in many industries. In 
most, company executives worried about 


vhen it will come 


new pay-hike spiral are counting on 
the automotive Big Three to stand firm 
gainst 
is, ther 
plans on the hope that the auto com 
panies 


immoderate” concessions. That 


ire basing their own bargaining 


won t go bevond what thev com 
mitted themselves to give in an offer to 
extend contracts to June 1, 
1960 


present 


Offer—At 


howed no 


e Same midweek, the Big 
Phree signs of substantial 
changes in their offer of at least 14¢ in 
hourly increases over the next two vears, 
even though the United Auto Workers 
had softened its 
tion for 
ing 


demands in 
down-to-the-deadline 


prepara 
bargain 


|. Bargaining Calendar 


Meanwhile, in other industries 

¢ UAW prepared to open nego 
tiations with International Harvester for 
contract covering 35,000 
employees in 38 plants, parts depots, 
warchouses, offices, and other installa 
tions. In the next two UAW 
will also begin bargaining with Deere 
& Co., Caterpillar Tractor Co., and the 
\llis-‘Chalmers Mfg. Co. The 
100,000 workers in 
about the same as 
those in auto manufacturing, so Detroit 
developments are being watched closely. 
¢ The United Rubber Workers 

will begin bargaining for a “substantial 
and adequate pay increase” next week, 
first with B. F. Goodrich Co., and then 
with Goodyear Tire & Rubber Co 
Negotiations with the other two of the 
Big Four—lirestone Tire & Rubber Co 
and U.S. Rubber Co.—will come later 
In addition to pay, the 


d new 


weeks, 


union's 
demands covering 


the industry are 


THOTC union 
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wants “necessary pension and insur- 
ance improvements.” It turned down 
an industry plea for a wage moratorium. 

¢ The United Cement, Lime & 
Gypsum Workers has threatened a 
strike against cement  producers—a 
second national tie-up in a yvear—un- 
less the companies top an “unsatis 
factory” S¢-and-fringes settlement with 
one of the union’s locals in LaSalle, 
Ill. Pav is not the only issue. The inter 
national wants broader-based bargain- 
ing, to allow national pressure for 
tougher settlements. 

¢ In the oil industry, independent 
unions seeking substantial economic 
gains from major companies are running 
ito strong resistance; rejecting a de- 
mand for a wage-fringe “package” esti- 
mated to cost 22¢ an hour, Standard 
Oil of Indiana said “nothing is econ- 
omically justifiable” this vear 

¢ In the West Coast pulp and 
paper industry, the Pulp, Sulphite & 
Papermill Workers and the Papermak 
crs & Paperworkers, sister unions in 
AFL-CIO, reached an agreement with 
an association of 44 mills to extend 
present contracts indefinitely. ‘The 
umions originally asked for wage in- 
creases for the 20,000 workers involved; 
thev waived gains “in the best interests 
of the industry” when emplovers agreed 
that pay talks could be reopened this 
fall if conditions improve. 
In an allied industrv, the International 
Woodworkers waived wage talks this 
vear, but the rival Lumber & Sawmill 
Workers refused to give up demands for 
30¢ wage-fringe gains 

¢ ‘The National Maritime Union 
asked Atlantic and Gulf ship lines for 
“substantial” raise and overtime con- 
cessions, longer paid vacations, im 
proved work conditions “including bet- 
ter food,” and other gains. NMU agree 
ments with the ship lines terminate 
June 15. The union is making similar 
demands on Great Lakes lines. 


cconomic 


ll. Management's Attitude 
The 


comes, 


Detroit settlement, when it 
will not necessarily set a pat- 
tern for other industries, but it will 


affect farm equipment and rubber bar 


gaining if it comes in time. In other 
areas, its impact is likely to be more 
psychological than direct. 

A lively conference sponsored by the 

American Management Assn. in Chi- 
cago underscored that two weeks ago. 
Company personnel officers met to con- 
sider a broad range of topics from the 
bargaining outlook to prospects for 
labor legislation—but the focal point of 
their interest was on bargaining and, 
particularly, on the contract talks in 
Detroit. 
e Auto Situation—The industrial _re- 
lations experts present were in general 
agreement that UAW doesn’t want an 
auto strike and is serious in its re- 
nunciation of its “no contract, no work” 
policy. But, they added, the auto 
union’s Pres. Walter Reuther will have 
to curb the militance of “hot-headed” 
locals whose wildcat stoppages could 
force an unwanted auto industry walk- 
out after June 1. 

They agreed, too, that while the 
companies now have a strong bargain- 
ing advantage, it is one that will be- 
come less potent week by week if UAW 
can keep bargaining technically open— 
but stalemated. The auto industry's 
position will be weaker, and UAW '’s 
more strategic, as the summer advances 
toward the timetable dates for the start 
of work on 1959 models. 
¢ Realistic Approach—And, with some 
dissents, they agreed that no matter 
how desirable a moratorium on wage 
increases might be, it would be 
“wholly unrealistic” to expect unions 
to forego raises voluntarily as an anti-re- 
cession measure. William E. Umstattd, 
president of the Timken Roller Bear- 
ing Co., was among those who made 
that point. Talk of freezing wages in 
most industries should be consigned to 
the ash heap, he said. But he added a 
point highly important in 1958  bar- 
gaining, and one supported by others at 
the AMA conference. 

While management in many in- 
stances cannot escape wage increases in 
bargaining this year, it can take a posi- 
tive approach to cost controls because 
of its favorable negotiating position. 
Charging that up to 15% of a worker's 
time is now wasted, Umstattd and 
others called for more quid-pro-quo 
bargaining in 1958. If hourly wages are 
increased despite the recession, cuts 
should be made in some costly fringes 
that provide for pay fer unproductive 
time—coffee breaks and wash-up time, 
for instance. 

There should be more tough and 
realistic bargaining, less negotiating on 
a “historical, hysterical, and negative” 
approach, designed mainly to minimize 
union concessions, conferees agreed. EN® 
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BUTLER STEEL BUILDINGS 
able to 
+» » at lower 
cost. Quickly and 
economically erected. 
Weather-tight perma- 
nent, rigid frame 
truss-clear construction. Thousands in use for 
farm, commercial and industrial purposes. 


“FOR iNFORMATION CALL” 


DISTRICT OFFICE 


BUTLER MFG CO 
18450 Livrnos UNivesty 2-8877 


BUILDER 
FRIEL-DETROIT CO 5050 Joy. TExas 4-9292 
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St. Catherine's socie! hall and gym, Biovvelt, New York 














BUTLER TRADE-MARK in the Yellow Pages 
of telephone directories shows listings of 
local franchised builders. 


Redwood Lanes bowling alley Latham New York 


One system of building helped create 
both structures on modest budgets 


That's not all these two attractive buildings had in common 
The Butler Building System offered architects and buyers 
other advantages over traditional building methods 

Hours and dollars of preliminary engineering were saved 
because Butler structural frames and roof systems came pre- 
engineered to meet local building codes and requirements 


to each site Precision-made to assemble quickly, they 
caused considerable savings in construction time, labor costs 

Other advantages and economies: clear-span design per- 
mitted maximum flexibility in the handling of interior space 
Load-bearing rigid frame allowed economical curtain walls 


Both buildings were built well on modest budgets. They 
were finished sooner than ordinary building methods would 
have permitted. Mass-produced Butler camponents ( which 
make up the basic building) were shipped from stock directly 


a>. 


Manvtecterers of Geildings + Oil Equipment + form Equipmen’ 
Seles offices in Los Angeles ond Richmond, Coll + Houston, Tex 
Clevetend, Ore + Pittsburgh Pe 


ee 


A 


BUTLER MANUFACTURING COMPANY 
7456 Kast 13th Street, Kenses City 26, Missouri 


BUTLER BUILDING ADS carry a reference to 
the Yellow Pages. This directs prospects , 
to their nearest franchised Butler Builder. 


“Dollar for dollar, Trade Mark Service is the most 
economical means of directing prospects to our Builders” 


* Bry Cleaners Equipment + 
* Birminghom, Ale. + Atiente, Ge 
+ New York City and Syracuse, N.Y 


Cottem Fobricotten 
* Detroit, mich 


Ovrdeor Advertising Equipment + 
* Kenses City, Me. * Minneapolis, Mine + Chicege, tlt 
* Boston, Mass. + Washington, D C. + Burlington, Ontorie 











says EDWARD J. HOWSE, JR., Advertising Manager, 
BUTLER MANUFACTURING COMPANY, Kansas City, Mo. 


“Our national network of franchised “Trade Mark Service is a most effi- 


builders are the first to tell us how cient way of making our advertising pay 


important representation in the Yellow 
Pages is to them. They list their firms 
under our trade-mark in classified tele- 
phone directories across the country. 


“We help our builders profit from 
our national advertising by referring 
readers to the Butler trade-mark in the 


Yellow Pages! 


off. It sends prospects directly to our au- 
thorized builders. It eliminates the delay 
and expense of processing inquiries.” 

Like to know how Trade Mark Serv- 
ice can be tailored to fit your distribu- 
tion pattern? Call the Trade Mark 
Service representative at your tele- 


phone business office. 








Just down the road - 
the All-Aluminum Lngine... 





The Finest Products 
Made with Aluminum 


are made with 


REYNOLDS GES ALUMINUM 








Right now, automobile designers and engineers are. 


taking a close look at the all-aluminum engine. 


Wuy ALUMINUM? Because (and there’s a story here 
for management in all industries) a/uminum is the one 
metal that offers the potential of two-way economy. 
Economy in operation as an exciting new selling 


feature. And economy in manufacturing. 


The prime benefits of the all-aluminum engine will 
come because of reduced weight . . . and the poten- 
tial weight reduction is substantial. Aluminum heads 
and blocks now being tested weigh up to 60% less 
than today’s iron components. When you stop to 
think that the average engine accounts for 20% of 
total chassis weight, you can appreciate the weight- 
saving significance of the all-aluminum engine —and 


why the following benefits are possible. 


e More miles to the gallon. WHY ALUMINUM? Because 
automobile experts agree weight saving increases 
fuel economy ... in fact, fuel economy is increased 
in almost the exact ratio to the weight saved. Prom- 
inent automotive engineers also predict aluminum 
piston engines wiil increase fuel economy by approx- 


imately 40%. 


¢ Improved performance. WHY ALUMINUM? Again 
weight, because a lighter car is more responsive to 
the throttle. In hill-climbing, for example, it is possi- 
ble for a car to climb the same hill 50% faster by re- 
ducing its weight 11%. Although it is a fact that 
responsiveness varies percentage-wise as total car 


weight is increased or decreased, the following ex- 


ample is indicative of this weight-performance factor. 
A test between two light cars, identical except for 400 
pounds difference in weight, showed a 20-25% ad- 
vantage in acceleration and deceleration in favor of 


the lighter car. 


e Increased safety. WHY ALUMINUM? Ease of handling 
or controllability, coupled with better acceleration 
and deceleration characteristics, go hand in hand 
with safety. They are improved by weight reduction 


made possible with aluminum. 


e Longer engine life. WHy ALUMINUM? Here lighter 
weight is joined by another property of aluminum, 
superior heat dissipation, proved in aluminum pistons 
and most recently in new all-aluminum brake drums. 
Heat is more evenly distributed throughout an all- 
aluminum engine. Valves, for example, run cooler — 
last longer. Pre-ignition is minimized. Hot spots are 


eliminated. Spark plug performance improved. 


There are still more advantages to come with the all- 
aluminum engine. Conservation of fuel resources. 
Conservation of strategic metals in shorter long- 
range supply than aluminum. Economy in manu- 
facturing through improved techniques. And econ- 
omy through wider use of automation practices to 


which aluminum is the most adaptable of all metals. 


The use of aluminum per average car has climbed 
600% in the last decade. The powerful, compact, 
economical all-aluminum engine will increase this 
figure substantially. Reynolds Metals Company, P.O. 
Box 2346-GA, Richmond 18, Virginia. 


REYNOLDS ALUMINUM 


the metal for automation 
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THIS PLUG 
STAYS 
I 

IN THE OUTLET 


GRIP PRONGS*~ give 
dependable service on 
all electrical equipment. 


Available 


complete cords only. 


on the better 





GRIP PRONGS* 
Expand and actually 
grip sides of slot 








Positive electrical con- 
tacts——No strain. 
No damage 





Plug stays in—good contact even 


in worn outlets 
2 Maintains best possible electrical 
connection 


3 Prevents damage to the electrical 
contacts in receptacle. 


Beld FOR en 
SINCE 1902 
CHICAGO 


Magnet Wire ¢ Lead Wire © Power 
Supply Cords, Cord Sets and Portable 
Cord ® Aircraft Wires © Welding Cable 
* Electrical Household Cords © Electronic 
Wires ® Automotive Wire and Cable 
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Worker Can Sue... 


. . . unions for damages 
if he is prevented by force 
from working, or is wrongfully 


expelled from union. 


Unions this week suffered the hardest 
blow thev have received in years at the 
hands of the U.S. Supreme Court. In 
two decisions with wide implications— 
both decided against unions by con- 
vincing 6-to-2 votes—the high court 
ruled 

¢ Emplovees prevented from en- 
tering a plant to work by force or 
threats of force from pickets may sue 
the union in a state court for loss of 
wages and substantial punitive damages 
(UAW vs. Russell). 

e A worker wrongfully expelled 
from a union may sue in a state court 
for reinstatement and damages caused 
by his expulsion (Machinists vs. Gon- 
zales 

Ihe court rules that such state suits 
aud money awards are not barred by 
the Taft-Hartley Act—even if the un- 
ion conduct also violates the federal act. 
In both cases, the court says that un- 
ions are liable to such suits by individ- 
uals because the federal law has not 
preempted the field nor destroyed com- 
mon law rights of action for damages. 
¢ Major Precedents—Both rulings are 
major precedents in the field of labor 
law. The UAW case, because it im- 
poses union liability in strike situations, 
is certain to mean more headaches for 
unions and cost them more money 

No one is saving that unions will 
hesitate to strike—though the dis- 
enting justices the possibility— 
or that conduct on picket lines will sud 
denly more restrained as a re 
sult of the decision. One veteran labor 
attorney points out that “mere legal- 
isms won't decide union strike decisions 
cr strikers’ conduct.” 
¢ Impact on Unions—There is no deny- 
ing the heavy financial liability the 
Supreme Court says may now be im 
posed on an offending union by a local 
judge and jury. UAW, for example, 
29 pending damage suits totaling 
about $1.5-million, all arising out of the 
strike and making the same gen 
eral claims as the one upheld by the 
court this week. 

In the hands of 48 different state 
jurisdictions, with varying local atti- 
tudes toward unions, damage actions 
by individual workers will add new 
dangers to picketing for unions. In 
effect, local juries and judges—wholly 
outside the framework of the ‘Taft- 
Hartley Act—will now play a major 
role in regulating union conduct. END 
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Look what Riegel 
paper is doing: 


* 10,000 digits a minute 
* Arithmetic’s fun for kids 
This one’ll stick you! 


* Mountains of data radioed by 
rockets are captured photo-electri- 
cally on ultra-fast paper tape. It’s a 
strong paper with controlled con- 
ductivity, coated to receive and hold 
static charges. High surface resistiv- 
ity and rapid heat-sealing properties 
are also needed to give sharp images. 
10,000 digits must be printed each 
minute. Imposing specifications, but 
Riegel met ‘em. 

* Kids are fascinated by these spin- 
the-dial ‘““Rapid-Easy” arithmetic 


drill charts. They’re die-cut from 
Riegel’s strong, long-wearing Tuf- 
wite. We'll gladly send you one. 

* Finger-prick lancets by Becton, 
Dickinson are used once by doctor 
or nurse, then thrown away. They 
needed a convenient and inexpen- 
sive package. Perfect answer was 
this perforated strip using a Riegel 


glassine specially made for heat 
sterilization. 


* Can we do something unusual for 
you, too? Write Riegel Paper Cor- 
poration, P. O. Box 250, New York 
16, New York. 


=——_— — = 
a ~ 
., 


‘Now. what can 
\we do for you?’ 
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TECHNICAL PAPERS FOR INDUSTRY 
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In Management 


Schine Can’‘t Unload Closed Theaters; 


Separation Delay Asked for Loew’s 


The Schine chain of motion picture theaters is having 
trouble complying with a court order requiring it to 
sell 39 of its theaters. Under the terms of the 1949 
decision, the prospective purchasers must agree to use 
the buildings as movie houses, and Schine claims that 
no one will buy the property. 

l'o dramatize its case, Schine chose 14 closed theaters 
in Maryland, Ohio, and upstate New York and last 
week put them up for auction. By deadline time not 
a single bid had come in. 


\nd Loew’s, Inc., may not have to get rid of its 
theater subsidiary for a while. The company’s court 
appointed financial advisers told a U.S. district judge 
in New York that there was “no likelihood” that the 
managements of the parent company and the subsidiary 
could come to an agreement on division of assets or 
liabilities. ‘They recommended, over the objection of 
federal attorneys, that the ordered separation be post- 
poned. 

°* 2° e 


Outsider Wins Greeting Card Company 


After Founders vs. Management Row 


After a long battle between the founders and present 
management of United Printers & Publishers, Inc., of 
Joliet, Il., outsider Louis J. Berkman—an Ohio financier 
and friend of the “Founders Group’”—has emerged with 
control of the greeting card company. 

The group had sought proxies and a court injunction 
to block the acquisition by United of three Canadian 
greeting card companies owned by Grant Gillam, direc- 
tor and controller of United. ‘The acquisition would 
have cost United 150,322 shares of stock. 

(hen Berkman entered the picture. His proposal 
formed the basis for the final court-approved settlement 
of the controversy. Under the settlement, United will 
buy the three Canadian companies for not more than 
90,000 shares. Gillam will then sell these shares to 
Berkman, and will leave United’s board. Berkman also 
will buy 28,000 shares owned by A. C. Allyn, Inc., and 
Arthur Allyn—chairman of A. C. Allyn—also will leave 
the board. 


Half School, Half Job Deal Is Baited 


To Lure Grads Into Science Teaching 


At least a score of New England companies will put 
high school science teachers into their labs on a full 
time basis next fall. They will be cooperating with the 
New England Council, which is using a $60,000 grant 
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from the Ford Foundation to expand the “Lexington 
Plan” originated by Arthur D. Little, Inc. (BW —Sep. 
8’56,p132). 

The setup works like this: Science majors who think 
they would like to teach are hired—fresh out of college— 
in two-man teams. One teaches in a local high school 
one semester, while the other works as a scientist in a 
cooperating company. For the second semester, the 
two switch jobs. The man is paid by whichever boss 
he is working for at the time, and spends the summer 
on the company payroll—whether he is in the lab or at 
college picking up education credits. 

After three years, the teacher-scientist makes his 
choice: teaching or industry. ‘lo help nudge him into 
teaching, the rules say he can’t go to work for the com- 
pany he’s been with during the program. 

In addition to the Lexington Plan, NEC will use 
the Ford money for audio-visual aids, plant visits, and 
guest teachers for secondary schools. 


Management Briefs 


Businessmen had better take another look at em- 
ployee “code of conduct” rules, FE. F. Ohrman, Allis 
Chalmers Mfg. Co. labor relations director, told an 
American Management Assn. conference in Chicago. 
Frequently, the rules include antique restrictions that 
are no longer needed—or enforced. It’s better to revise 
the rules regularly, Ohrman said, than to risk discipline 
troubles by “overlooking” certain regulations and ex- 
pecting others to be followed. 


Seven stockholders of Harbor Plywood Corp. want 
the company to liquidate its assets. Harbor just sold 
some property in western Washington for around $17- 
million, and the stockholder group now wants Harbor 
to get rid of its remaining $30-million in assets and 
divide the proceeds among the shareholders. Even 
though the group represents less than 0.5% of the stock, 
and the company is effectively controlled by Chmn. 
Norton Simon, the dissidents want their proposal on 
the agenda at the Julv 10 annual meeting. 


F. L. Jacobs Co., the Detroit automotive parts maker, 
has gone on a diversification binge. Last month Jacobs 
sold its Eicor, Inc., electronics division, to Scranton Lace 
Co., and picked up a majority stock interest in Scranton. 
In mid-May, Jacobs announced the acquisition of Sym- 
phonic Electronics Corp., phonograph manufacturer. 
And just this week Scranton picked up, for more than 
$12.5-million, Hal Roach Studios, Inc., producer of tele 
vision film series, which will soon expand into feature 
theater films. 


John C. Sharp, president of Hotpoint Co., a General 
I:lectric Co. appliance division, has resigned. His action 
reportedly arose from his feeling that the autonomy of 
the division under GE’s decentralized system was being 
eroded under what he believes is a new “recentraliza- 
tion” policy. 
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Court Has Its Say on Extra Pay 


@ In a pioneer case involving Consolidation Coal 


Co., a federal judge has ruled the companies can’t figure 


bonus compensation for the brass on the basis of stock prices. 


@ A stock’s behavior in the market isn’t an adequate 


gauge of how well an executive has done, the court held. 


@ The decision is sure to go on to higher courts. The 


question meanwhile: How wide will its impact be? 


Does the market price of a company’s 
stock reasonable relation to 
the value of an emplovee’s services? 
This month, a federal court in Cleve 
land said “no’’—and threw 
roadblock up before a growing number 
of corporate compensation plans based 
on deferred payment of stock or its 
Cquiy ilent 


bear any 


a possible 


In a decision arising out of a stock 


holder suit against Consolidation Coal 
Co. (formerly Pittsburgh Consolida 


District Court Judge Charles J 
NicNamee ruled that Consolidation’s 
deferred compensation plan, tied to a 
market for stock after an indi- 
vidual’s retirement was “‘irrational” 
ind “compensated executives in excess 
of their worth to the company.” 

As Judge McNamee noted in his 
decision, the case is a “pioneer” in the 
irea of deferred compensation. It is 
certain to be appealed—and to invite 
cores of other stockholder suits. Mean- 
while, compensation experts are already 
hotly arguing its effects. Some suggest 
it could invalidate not only “phantom 
tock” plans such as Consolidation’s 
where no certificates ever change hands 

but also a greater number of other 
deferred payment arrangements, includ 
in which actual stock is de 


tion). 


pri ce 


ing those 
live red 
¢ Mechanics—Consolidation’s plan op- 
crates like this 

As his bonus, or share in the com 
pany’s profits, the executive is assigned 
i certain number of “units,” each with 
1 dollar value equivalent to the current 
market price of Consolidation stock. 
When the company pays dividends, 
unit a dividend equal 
to that paid on one share of common 
stock. If there’s a stock split or stock 
dividend, his units are increased pro 


cach receives 


portionately 

In addition, after he retires, the com 
pany pays him the difference—if any 
between the unit’s originally assigned 
value and the market value of the stock 
at that time. He can date 
within two after retirement on 
which to base the price. 
¢ Paying Off—As an example, take a 


choose a 
vears 
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hypothetical officer awarded 1,000 units 
in 1947. If he retired in 1957 and 
selected a date early this year, he would 
have received a total of about $125,000 

most of it to be paid in installments 
over 10 years. Of that, some $39,000 
would represent dividends paid over the 
intervening years; the rest would be the 
difference between the $18,000 his 
units were originally worth and_ the 
$103,000 the equivalent shares of Con- 
solidation stock would have brought on 
the date he selected. To meet the obli- 
gation, the company may sell stock au- 
thorized for that specific purpose. And 
this would be only the officer's bonus 
for 1947. Presumably, additional units 
would have been awarded in subsequent 
vcears 

Of course, the executive gets nothing 
at all if the company doesn’t pay divi- 
dends or the stock doesn’t increase in 
value. But since he can collect extra 
compensation only if the company flour- 
ishes, he has a strong incentive to make 
it do so 

Consolidation was one of the first 
companies to adopt this so-called 
“Management-Unit Plan,” with ulti- 
inate compensation based on a rise in 
stock value. Since then, numbers have 
followed. But the plan has never before 
been challenged in the courts. 
¢ Judicial Reaction—In his decision 
against this arrangement, Judge Mc- 
Namee declared: ‘““The market value of 
a stock is an unreliable index of the 
value of services rendered.” Market 
price, he added, is governed by too 
many factors unrelated to the em- 
ployee’s performance: the general state 
of the economy, investors’ confidence or 
lack of confidence, the cost of money, 
supply of stock available, inflationary or 
deflationary trends, the tendency of the 
market to discount the future. 

The Consolidation plan puts no limit 
on the amount an employee may re- 
ceive, the court pointed out. Said the 
judge: “. . . In times of prosperous 
business and rising market prices, the 
company may be obligated to pay re- 
tirement benefits in amounts grossly 
disproportionate to the value of services 
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and which constitute waste or a misuse 
of corporate funds.” 

Judge McNamee also held that the 
svstem gives the employee all the finan- 
cial benefits of stock ownership with 
nonce of the risks. Moreover, he said, a 
stockholder selling at a profit gets that 
profit from another purchaser on the 
open market, while in the Consolidation 
plan ‘a unit holder’s gains are paid by 
the corporation and constitute an addi- 
tion to the cost of operating the busi- 
ness.” 
¢ Variable Results—McNamee argues 
not only that a bonus might be “ex- 
cessive’ as a result of market action, 
but that the results are thoroughly ca- 
pricious. 

The value of a long-term emplovee’s 
units might be wiped out by a sudden 
market plunge, while a short-term em- 
ployee could pick up a windfall on a 
special circumstance nse. An officer 
who received 1,000 units as his 1947 
bonus at an assigned value of $18,000 
would have received a terminal settle- 
ment of $86,000 in February, 1956; 
$121,000 in early 1957, or $77,000 in 
late 1957, as stock prices fluctuated. 
his, the decision implies, relates final 
compensation far more to the fortuitous 
timing of retirement than to any value 
as an employee—either for the year the 
award is granted or even successive 
vears. 

Judge McNamee also took issue with 

the plan on the grounds that stockhold- 
ers had neither been informed of all 
details nor authorized it specifically. 
Though he ordered the company not 
to make further agreements or issue 
more units under the plan, he did not 
call for return of benefits already 
granted. But this, he implied, was 
only because the particular individuals 
named in the suit had not come under 
the plan—and in effect invited further 
stockholder suits against other officers 
of the company. 
e What It Means—Meanwhile, cor- 
porate attorneys have been scurrying to 
figure out just what the decision is 
likely to mean. A number of them in- 
sist it is applicable only to so-called 
“phantom stock” plans such as Con- 
solidation’s, and not to plans in which 
actual stock is delivered. 

In these latter plans, the bonus is in 
a number of shares, to be held by the 
company until retirement, with divi- 
dends paid in the meantime. In this 
case, according to a lawyer for a com- 
pany with such a plan, ““The only cost 
to the company is the original value 
of the shares when they are awarded. 
Since, for all practical purposes, the 
stock is issued and outstanding, any 
appreciation in value to the indi- 
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Pittsburgh COLOR DYNAMICS 


on colorful new river towboats! 


Two-tone engine room, in which 
restful and refreshing shades of blue 
have supplanted traditional white 





A. L. Mechling Barge Lines use modern painting system to 
improve operating efficiency, morale and safety of crews 


ittsburgh COLOR DYNAMICS scores 
Pp another significant industrial 
“first”! A. L. Mechling Barge Lines, 
Inc., of Joliet, Ill., operators of 15 
diesel towboats and 125 barges on 
4,000 miles of inland waterways, 
have used this system of painting on 
two additions to their fleet, ““Lynn 
B.”’ and “Craig M.”’ These are 2560- 
hp 148-ft. Diesel workboats. 


@ In their functional color-styling, COLOR 
DYNAMICS principles were used by 
Mechling Vice President John Oehler 
and Safety Director Ralph Guffey, 
working with Dravo Corporation, 
builders of these boats. 


@ Engine rooms of these river boats 
were painted two tones of blue for 
their restful and cooling effect. Pilot- 
houses were painted green to lessen 
eye fatigue. Pleasing colors were 


used in crews’ lounges to provide 
a cheerful, homelike atmosphere. 
Sunny yellow was used in mess- 
rooms to make them more attractive. 


@ Another important feature of the 
color-styling was the use of high 
visibility colors in hazard areas. 
These colors serve to warn deck 
hands of danger, especially at night. 


@ So favorable has been the response 
of crewmen to COLOR DYNAMICS that 
the remainder of the Mechling fleet 
is being similarly painted. 


@ This use of COLOR DYNAMICS is 
just another example of the thou- 
sands of applications which have 
benefited workers and management 
alike. Why not try it in your plant— 
in a department, or on a machine or 
two—and see the difference? 


Free Color Plan of Your Plant! 


@ We'll be glad to mail you a free copy of our 
book on COLOR DYNAMICS in industry. It 
exploins what this painting system is and how 
to use it. Better still, we'll be glad to prepare a 


detailed color plan of your factory without cost 
or obligation. Call your nearest Pittsburgh Plate 
Glass Company branch and arrange to have our 
representative see you. Or mail coupon at right. 


| TSBURGH Pa NTS 





| 
Name | 
Street a | 
SYMBOL OCF SERVICE FOR SEVENTY-FIVE YEARS City - County State 
7 4 = i 
mg /5 FoR PITTSBURGH PLATE GLASS COMPANY 
mee Ge) IN CANADA: CANADIAN PITTSBURGH INDUSTRIES LIMITED 








“Craig M", one of two new 
Mechling towboats painted 
with COLOR DYNAMICS 





Restful green in the pilothouse 
lessens visual adjustment 
between controls and water 


Bright yellow bands provide 
marked contrast with water and 
serve as warning to deckhands 


Send for a Copy of this FREE Book 


r 

i 

| Pittsburgh Plate Glass Co., Paint Div. 
Department BW.58, Pittsburgh 22, Pa. 

| Please send me a FREE copy of 

| your booklet “COLOR DYNAMICS.” 

| Please have your representative 
call for a COLOR DYNAMICS survey 

| without obligation on our part. 

| 

| 

| 














unaerwood announces the... 


NEW 1959 


you see the pro it__ she feels the 


Here’s a new keyboard idea that makes your invest- 
ment in power typing more profitable than ever. 1 he 
exclusive Floating Keyboard on the new Underwood 
DOCUMENTOR: 


e electrifies 94% of her typing time ... it places all 
vital controls so compactly they're just a touch 
away from the ty ping keys. 
stops fatigue in arms and shoulders with a 
“floating” design that brings keys close to typists. 

e builds production and accuracy with new 
slip-proof keys molded to typists’ fingertips. 








ColdonSJ ouch typi NG es 


ma lls¢-mnd-1- lalate maat-tellomelioh 4-1 sae 














wo? der ful d. iffer ence / 


The brilliant new 1959 Golden-Touch Electric breaks 
with all past electrics. Sheil feel it in the Floating 
Keyboard.* She'll prove it with effortless high volume 


typing. And you'll see it in sharp, print-perfect copy 


even with many carbons! 

This handsome new typewriter brings you famous 
Underwood sturdiness and long, trouble-free life. 
Proved by 43 months of laboratory work, field testing 
and human engineering research. 

Choose a distinctive ty pe sty le of your own...and 
see the DocCUMENTOR* by calling your Underwood 


office for a no-obligation demonstration. 


“THE DOCUMENTOR” by underwood 





You must see the DOCUMENTOR* 
to fully appreciate these new features 
* DRAMATIC NEW STYLING AND DESIGN 
* EASY REVERSE TABULATION 
ia + PRINT-PERFECT IMPRESSION CONTROL 
* FATIGUE-REDUCING KEYBOARD SLOPE 
* INSTANT SHIFT FOR ‘‘CAPS” 
* ELECTRIC MARGIN AND TAB SET 
* HIGH SPEED ELECTRIC RIBBON REWIND 
+ 44 KEYS — 88 CHARACTERS 


* AN UNDERWOOD TRADE-MARK =| 
™~ 


’ YOUR CHOICE OF 8 PANEL COLORS 
; rd 
i * 
_the only electric typewriter 
with CarkdenSTouck 

















DONT 
JUST 
RENT 


CAR- 
RESERVE 


WITH 
AVIS 








ONLY AVIS OFFERS YOU ALL THESE EXECUTIVE SERVICES SO ECONOMICALLY! 


When y 


guaranteed delivery of the car you want—when and 


tu reserve in advance with Avis you are 


where you want it e No disappointments, no costly 
delays e Avis offers all leading makes of cars but 
features sparkling new Fords equipped with latest 
automatic features e You pick up your car at any 
Avis station—drop it at any other without extra 


Reserve in Advance and Save with 



































o 4 
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cost at most places e No deposit with all recognized 
credit cards e Low rates include gas, oil, service 
and insurance e More than 1250 Avis stations 
throughout the world, over 950 in the U. S. alone 
e A local call to any Avis station or travel agent 
reserves a car for you anywhere in the world. 
Avis is the Leading World-Wide Rent-a-Car System. 
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vidual comes only when he finally 
sclls his stock on the open market. In 
the Consolidation case, the final money 
is coming from the company’s trea- 
sury. 

Others maintain that if the amount 
ultimately received must bear a prov- 
able relation to the value of the em- 
ployee’s service at the time of the 
original award, the decision would af- 
fect any plan in which ultimate value 
depended on stock price. 
¢ Discord—However, V. Henry Roths- 
child, New York compensation expert, 
says flatly, “This is the most important 
decision in executive compensation in 
more than a decade.” He also argues: 

“There’s no question that property 
rather than cash can be awarded as a 
bonus: The stock bonus is one of the 
oldest forms of compensation. But the 
amount the company pays is what it 
puts in at the beginning, not what the 
man takes out at the end. The prin- 
ciple should be identical whether you 
hand the man the stock immediately, 
put the paper away for 20 years and 
then hand it to him, or, as was done 
at Consolidation, put the stock away to 
be sold on the market later with the 
proceeds going to the individual.” 

There are some who claim, in fact, 
that plans of the Consolidation type 
are less costly to a company than those 
where actual stock is delivered. For one 
thing, the “dividends” paid “units” are 
charged off as an operating expense and 
come out of gross before taxes, not net 
after taxes. For another, when the 
company finally sells stock to pay the 
deferred bonus, it pays only the differ- 
ence between the original value and 
the final amount. 
¢ Alternative—In any case, with plans 
of this type under a legal cloud for the 
moment, several companies indicate 
they will start looking for alternatives. 
One might be the plan recently initi- 
ated by du Pont. 

This is a combination of “dividend 
units” and stock options. Each “divi- 
dend unit” would entitle the beneficiary 
to receive the same dividends paid on a 
share of common stock until his death 
or his 85th year, whichever comes later, 
but there is no additional terminal set 
tlement in either stock or cash. As 
accompanying options are taken up, 
dividend units are proportionately re- 
duced. If the executive chooses not to 
exercise his options, he still has some 
assured income for himself or his estate. 
At the current dividend rate of $6, a 55- 
year-old executive with 1,000 dividend 
units would receive approximately 
$6,000 a year for 30 years—or a total of 
$180,000. 

The Consolidation decision indicated 
no objection to such units pegged to 
annual dividends, as long as no final 
settlements were based on market price 
of stock. END 
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FAST COUNT FOR Copital luscounts 


WITH NEPTUNE JET FUEL METERS 


In flying 1% billion passenger miles since 1955, 
Capital’s turboprop Viscounts have consumed a 
lot of Aeroshell 640 Kerosene...nearly every 
gallon accurately recorded by Neptune meters. As 
they land, the planes are greeted by high-speed, 
4,000-gal. refueling trucks. In the photo above 
you'll see two Neptune meters...one for measuring 
the kerosene, one for the methanol-water mix that is injected into 
the engines during take-offs. 

Neptune offers the widest available experience in metering 
liquids .. . fuels, food ingredients, chemicals, liquefied gases, or 
just plain water . . . with many new features for modern automatic 
control. And Neptune now means far more than meters, as you'll 
see from the list below. Our engineers will be glad to discuss your 
ideas or problems with you. Write or phone today. 


NEPTUNE METER COMPANY, 19 West 50th St., New York 20, N. Y. 


\ Kw 


SY 
wa 


DIV 
Neptune Meter Co., Neptune Meters, Ltd 
Revere Corporation of America 
Superior Meter Co., Inc. 
Hot Spot Detector Co., Inc. 
Electronic Signal Co., Inc. toll collect pr lectr scales 
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For business and banking, 


they're planning 
“The Grand Tour’ 


lays, “‘The Grand Tour” is on the 

of many a traveling American. Leslie 

ver, of our Foreign Banking Depart- 

ooks forward to it, also—but it’s 

busin¢ SS 

vet bac ked bv 

Reuthling and 

nal visits to 

ver the world. 

partment mem- 

latin Amer- 

countries 

ation they'll gain firsthand informa- 

yn economic and politi al conditions and 

nt our already fine relationships with 

respondent banks overseas. In Brus- 

Milan and Basle, a representative will 

| trade fairs. We feel that this will enable 

serve better participants in the Chicago 
tional Fair and Exposition of 1959. 


personal experience with situations 
is real value for businessmen engaged 
seas trade. For it means our men will 
e to answer questions quickly; and that 
transactions can move with minimum 


Foreign Banking Department, serving 
for more than 90 years, is the most 
department of its kind in the Midwest. 
ire planning operations overseas, why 
is? You'll find especially understand- 


eign banking servi 


The First National Bank 
of Chicago 


Building with Chicago since 1863 














In Marketing 


Pay-TV in Bartlesville Didn’t Pay, 


So Telemovies Will Halt Showings 


Bartlesville, Okla., is hauling down the banners that 
proclaimed it “the world’s first Telemovie city.” Video 
Independent Theatres, Inc., will suspend its cable mo- 
tion-picture program, Telemovies, on June 6. This winds 
up, for the time, at least, what many viewed as a key 
test of the workability of a pay-TV system. 

l'elemovies’ closed-circuit showings of first-run motion 
pictures started last fall (BW—Sep.7°57,p43). Since it 
whacked down the original charge of $9.50 a month to 
$4.95 in February, reports Henry S. Grifing, Video 
president, new subscribers have been coming in at the 
rate of 30 a week. The total is now nearly 800, more 
than ‘lelemovies started with. 

But this isn’t enough. At present costs, it would take 
more than 1,600 subscribers to break even. ‘T™M’s losses 
reportedly have run $10,000 a month in recent months. 

Undoubtedly Telemovies’ toughest problem was com- 
petition from free motion pictures over regular TV 
channels. But Griffing has learned other things, he says. 
He has swung around to the view that a meter that 
allows subscribers to pay for pictures individually is the 
answer, rather than a flat monthly charge. Operating 
costs must be cut. And TM must broaden its offerings. 
It had, in fact, already shifted to music and a weekly 
art film on one of its channels. 

Gnifhng hopes to get going again when an adequate 
meter is available in quantity and when the glut of pre- 
1948 motion picture releases on T'V has subsided. 

‘Trade talk has it that other wired systems may take 
a stab at pay-I'V. Griffing noted that motion picture 
producers had cooperated heartily. And sports promoters 
are still yearning to be cut in on pay-TV. 


Cloth-Like Paper Used in Tablecloths, 
Aprons; Dresses May Be Next 


Paper is out to conquer new fields. 

Last week Scott Paper Co. put on a show for its 
Dura-Weve, a cloth-like material made of a layer of 
\visco rayon scrim sandwiched between double plies 
of paper. Aprons, baby bibs, and tablecloths, manu- 
factured by Allendale, Inc., New York, are already on 
the market. Other Dura-Weve items soon will be ready. 

Scott reports that Dura-Weve can be washed, but 
it expects the consumer market will go for the throw- 
away factor of its material. The paper is strong enough 
to stand up under “repeated” use. 

At retail, two barbecue aprons, packed together, sell 
for about 69¢; large tablecloths for 59¢, and medium- 
sized cloths for 39¢. Half aprons bring 39¢ for two or 
59¢ for three. 

Scott's announcement followed hard on news from 
J. C. Penney Co. that the big store chain is testing 
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paper fabrics for possible use in dresses. Paper garments 
have already survived successful trials in industry and 
hospital use. ‘The dresses will withstand rain for short- 
term wear, Penney laboratory chief P. J. Fvnn stated. 
A major problem is how to join the fabric efficiently. 
But low-cost production is in the cards, Penney feels. 


$16-Million Home Furnishings Mart 
Is Slated for Atlanta Area 


While Chicago still strives to hold its position as the 
one central market for home furnishings, new regional 
markets continue to crop up. 

The latest project is a $16-million regional merchan- 
dise mart for Atlanta. Last week, a new organization 
headed by Robert M. Holder, developer, said construc- 
tion on the Southeastern Merchandise Mart, 20 miles 
from the city, will start in October. Completion date 
is set for the fall of 1960. 

The mart will have 1.5-million sq. ft. of space; it will 
include an 11-story main building, a coliseum, a theater, 
parking space for 10,000 cars—and a heliport. 


Tufted Carpets Pull Even With Woven; 
All-Wool Clings to Lead Over Fibers 


The U.S. carpet industry stepped up production and 
shipments in 1957, but not enough to increase output 
per family. For the third year in a row, production per 
family has stuck at 2.3 sq. yd. 

Figures from the American Carpet Institute's 1955 
roundup indicate that tufted carpet has pulled abreast 
of woven for home use, and may have surpassed it. 
Woven broadloom output dropped to 56.4-million sq. 
yd. last year from 1956's 64-million. ‘Tufted swooped 
up from 54.4-million to 69-million in 1957. ‘The tufted 
figure, though, includes an estimated 13-million sq. vd. 
for auto and plane use. 

All-wool carpet hung on to its edge over other fibers, 
but by a smaller margin. Last year all-wool accounted 
for 44% of the total against almost 51‘ in 1956. Man- 
made fibers jumped from 32.8% of total output to 40‘. 

The year disappointed the carpet makers—at least 
those that report figures. Publicly owned companies’ 
net sales of $304.7-million were down considerably from 
1956’s $324.1-million, in spite of the fact that estimated 
dollar value of all manufacturers’ shipments topped 1956 
slightly. Net income for the publicly owned companies 
sagged to $8.7-million from $13.5-million in 1956. 

The housing slowdown probably cost the industry 
some sales. More important, probably, is the slowdown 
in new household formation (BW —Feb.1°55,p47). Newly 
married couples purchase rugs at almost three times the 
rate of the average family. 
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Strategy: Shoot for Top Spo 


ederated Takes Top Spot Among Department Store Chains — 


e=——PROFITS——— 


All Figures in 


Thousands of Dollars 


Allied Stores Corp 
May Dept. Stores Co. ..... 
R. H. Macy & Co 


Gimbel Bros., Inc. 


City Stores Co 


Associated Dry Goods Corp. 


Marshall Field & Co. ...... 
Mercantile Stores Co. 


7 
8 
9 





454,166** 
369,406 


263,747 
236,993 
219,012 
153,994 
104,701 


ip ed 
392,199 
358,013 
285,083* 
301,246 


154,796 
142,297 
211,403 
113,013 

73,006 


1957 


12,351 


20,222 
6,850** 
7,657 


3,340 
7,135 
7,577 
3,996 
3,386 


1947 
Approx. Ne 
of Units 


< tq 


13,623 7 


17,23) 
5,362 * 
6,222 


4,670 
4,952 
10,557 
5,159 
3,514 








and Stay Flexible 


For the first time, Federated Depart- 
ment Stores, Inc., last year became the 
top-volume corporation among the 
country’s major department and _spe- 
cialty store chains. As the table shows, 
its sales outstripped the other top 10, 
including Allied Stores, Inc., which has 
more than double the number of Fed- 
erated’s store units. 

hat still leaves Federated pretty far 
behind national chains such as J. C. 
Pennev Co. and Sears, Roebuck & Co. 
—the mass merchandisers whose _for- 
mula depends upon hundreds of fairly 
stereotyped outlets aimed at middle-to- 
lower income customers. But in its own 
field, Federated stands out as a postwar 
phenomenon. 
¢ Opportunity Knocks Twice—Partly, 
this results from the rapid growth in all 
retailing in the past decade based on 
(1) boom conditions and (2) the spec- 
tacular development of suburban areas. 





Combined, these factors handed de- 
partment stores their greatest opportu- 
nity since the early 1900s. Yet, the fact 
that the big department store operations 
have been converted into nationwide 
chains has been somewhat obscured by 
statistics that show department stores 
losing out in percentage of total sales. 
lor instance, Commerce Dept. figures 
give department stores more than 8% 
of total retail sales before the war, but 
only about 6% in the postwar boom. 

One reason, of course, has been the 
shift in buying habits and the inroads 
cf supermarkets and discounters. Be- 
yend that—unlike almost any other pe- 
nod—this has been a hardgoods boom, 
where department stores have failed to 
carve themselves a very large niche 
(BW—Sep.14'57,p43). 
¢ New Look—Now, there are signs— 
perhaps too tentative to be called a 
trend—that the economy is moving into 
a period where softgoods will regain 
their position. Standard & Poor's an- 
alysis of retail conditions hints at this, 
and investment counselors such as E. F. 
Hutton & Co. are advising investors to 
take a new look at the retail fields. 

In addition, indications are that the 
main street merchants are regaining 
some of their power, after an cra of 
mass selling dominated by brand mer- 
chandising through national media (es- 
pecially with the advent of television). 
As Fred Lazarus, Jr., Federated chair- 
man, puts it: “The trend, I think, 1s 
away from department stores being sini- 
ply manufacturers’ agents back to the 
time when the merchant was prince.” 
¢ Stress on Local Selling—Certainly, 
manufacturers are putting a new 
emphasis on local selling. And the 
major department chains have never 
been in a better position to take ad- 
vantage of it. 

his is particularly true of Federated. 
Under Mr. Fred (as he is known in 
the trade) and more recently under 
the presidency of his son Ralph Lazarus 
(cover), Federated has put together a 
highly profitable group of big store units 
whose financial record is the envv of 
competitors and the pride of the com- 
pany’s Cincinnati-based central office 

Since 1945, profits have gained, 
both in total and per share—despite 
three postwar stock splits. Return on 
investment, a kev figure in Federated’s 
thinking, has kept pace, at a time when 
other retailers were seeing it shrink. ‘To- 
dav, investment companies rank leder- 

FEDERATED’S finance chief John 
Lebor (back to camera) huddles with 
Chmn. Fred Lazarus, Jr. (left) and Pres. 
Ralph Lazarus, in new Cincinnati offices. 
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Federated added Abraham & Straus’ Babylon 
(Long Island) branch last October . . . 


Boston Store’s Bay Shore branch in 
Milwaukee in March. . . 


= 


. . . Filene’s North Shore branch (above) in 
Boston last September; and Sanger’s Preston 
Road branch (below) in Dallas last July. 
More expansion is under way. 


be 
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The case of the Look Alike S ockets, 
or. 


Does an 800% SAVING interest you? 


Maybe hand tools aren’t your direct responsibility, Mr. Ex- 
ecutive, but saving money’s right down your alley. And these 
look-alike socket wrenches offer a case in point. 

A large automobile manufacturer recently tested newly de- 
veloped Snap-on® impact sockets along with a prominent 
competitive brand. The test was made under identical conditions. 
The competitive sockets wore out after tightening down an 
average of 10,500 bolts per socket. The new Snap-on sockets 
averaged 112,000 bolts per socket — stood up over ten times 
as long! 

Ten competitive sockets cost a total of $13.50; a single Snap-on 
socket costs $1.65 —a saving of over 800 percent. Should man- 
agement be concerned with sockets and other small tools? 

There are many aspects of hand and production tool applica- 
tion your people can talk over profitably with a Snap-on sales 
engineer. Fine tools are his business — his only business. He 
can give competent advice on proper tool selection, decentral- 
ized tool cribs, mobile tool chests; offer suggestions on field 
service kits, tool sets for original equipment. 


SAPO LOOLS 


Cc ae R ed Oo R a T l 
8100-E 28th Avenue ° Kenosha, he 


Branch offices located in 58 industrial areas 


58 Varketin 











ated next to Sears as a favorite retail 
stock. In the past decade, its growth 
has come about from both expansion 
in old territories, amounting to some 
56% of added volume, and entry 
largely through acquisition in new 
metropolitan areas. 
e Postwar Growth—Before World War 
II, Federated was simply a holding com- 
pany—still as loosely knit as it was when 
it was formed in 1929 by Lazarus in 
Columbus, Filene’s in Boston, Abra 
ham & Straus in Brooklyn, and soon 
after, Bloomingdale’s in New York. The 
great advantage of this combine was the 
exchange of operating information and 
statistics through the Associated Mer 
chandising Corp., which later served 
as a consultant office for buvers. 
Acquisition of Foley’s in Houston in 
1945—coinciding with a migration wave 
—was the catalvst that forced the de 
cision to transform the holding com 
pany into an operating company -with 
the various central store units as divi- 
sions rather than separate corporations. 
The purchase of Burdine’s in Miami 
in 1956 put Federated into just about 
every region except the far Northwest. 


|. How It Works 


A department store, perhaps more 
than anything else and certainly more 
than other retail establishments, lives 
on personality. One route to big re- 
tailing is that of a Sears or a Penney, 
where the personality is a national one. 
The other is the one Federated took— 
assuming the advantages of bigness but 
retaining the individuality of each unit. 

To achieve this, Federated has 
eschewed a rigid set of policies. About 
all you can dig out of headquarters is: 

e Each operating unit must main- 
tain the dominant store in its area: “We 
don’t settle for second-best.” 

¢ Flexibility of operations—in mer- 
chandising, expansion, over-all manage- 
ment—must be the firm’s theme. 
¢ Key to Success—The dominant store 
idea grew out of the nature of the 
original Federated units. But it is the 
latter policy—flexibilitv-that has be 
come the kev to Federated’s postwar 
success. In any big chain, the danger 
is over-control from central headquar- 
ters. This is especially true in depart- 
ment store operations, where local con- 
ditions play an important part. 

Federated learned this lesson anew 
when it established Fedway, its chain 
of smaller department stores in the 
West. Management is still working on 
the problems brought out in this at- 
tempt at centralized control in a small 
but widely scattered department store 
chain (BW—Feb.5’55,p60). 

In successful retailing, according to 
the Lazaruses, vou can't divorce man- 
agement from merchandising; and met- 
chandising at department stores is a 
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Telegram-minded: Peter Hires, youthful President 


of Charles E. Hires Co., directs regional sales promotions 
by lightning-fast Western Union Telegrams. And the 


telegram is a written record...no mistake about it! 





Auother Winning Combination 
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cand CONTINENTAL RED SEAL POWER 


They’re paying their way, with plenty to spare, on road jobs 
the country over, these rugged Galion rollers with Continental 
Red Seal—Diesel or gasoline. Galion Roll-O-Matic Torque 
Converter Drive not only cuts fuel consumption as much as 
25 per cent, but greatly lengthens life of engine and power- 
transmitting parts. Whether the going is uphill, downhill, 
or on the level, oil in motion automatically matches the 
driving force to the need. User satisfaction with Galions 


underscores the familiar statement: 


“ANY EQUIPMENT IS BETTER 
WITH DEPENDABLE RED SEAL POWER.” 
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host of decisions made at a local level. 
That may sound like a truism, but to 
Federated’s handful of top bosses, it is 
a way of life. As Ralph Lazarus says, 
“We try to curb being an administra- 
tive agency. We are troubleshooters 
and we can objectively point out things 
that need emphasis.” 

¢ Who Makes Decisions—As a result, 
the presidents and general managers of 
the various divisions are, in truth, heads 
of nearly autonomous units, each with 
his own staff of buyers and merchandise 
managers. True, Associated Merchandis- 
ing, with its staff of New York buyers, 
is available. But the decisions are up to 
lucal management. 

Sidney L. Solomon, president of 
Brooklyn’s Abraham & Straus, puts it 
this wav: “In the end, the store makes 
the plans and takes the responsibility.” 
For instance, it was A&S management 
~not Federated—that decided to battle 
Korvette’s discount house prices when 
Korvette opened up an outlet opposite 
the A&S main store. It took no calls 
to Cincinnati to make that move. 

Or take inventory policy. Accord- 
ing to Ralph Lazarus, “We have no 
inventory policy as such—though to- 
day we have an emphasis.” “We all 
agree,” Solomon adds, “that we ought 
to be as liquid as possible. But as te 
how much we carry, that is up to us.” 

This doesn’t mean that Federated 
buyers don’t operate with open-to-buy 
positions. They do, but like all the 
chain’s policies, they are flexible. “We 
insist,” says Mr. Fred, “that buying be 
done for the customers and not to meet 
a set of financial rules.” 
¢ No Formulas—Throughout, it has 
been Federated’s aim to avoid the legacy 
that it thinks many department stores 
inherited. The founders were great 
merchants, but the second generation 
moved out of operations and merchan- 
dising and became control manage- 
ment. That, plus the Depression, 
shifted retail management into the 
hands of controllers, whose main aim 
was not to take risks. 

Because of this, Federated con- 
sciously avoids setting up anv formulas 
for its local merchandising managers. 
This flexibility is evident in its postwar 
expansion. Initiation has come from 
local management—central headquarters 
simply approving capital outlays. 

The upshot is a pattern of growth 
related entirely to local conditions. For 
example, at a time when branch store 
operations are in the spotlight, Lazarus 
in Columbus is adding 300,000 sq. ft. 
to its downtown store—and, so far as 
anyone knows, has no intention of build- 
ing branches. Foley’s has expanded in 
Houston and still has no branches—while 
shopping centers have popped up all 
around the city. Local management 
decided that Houston downtown had a 
long way to go before it reached its 
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limit. But when the time comes, it will 
be ready to move to the suburbs. The 
same is true of Shillito’s in Cincinnati. 

On the other hand, Bloomingdale’s 
in New York was one of the first Fed- 
erated stores to expand through outly 
ing branches, but then switched to 
major renovation of the parent store. 
In Dallas, Federated owns Sanger’s 
downtown, a full-line suburban branch, 
a limited-line branch store, and, in still 
another neighborhood, a small branch 
store specializing in children’s apparel. 
Only local management, with the 
authority to initiate action, could have 
developed that pattern. 

In the case of A&S, which embarked 
on a major suburban branch program 
after the war, it was fast-stepping local 
action that enabled Federated to snap 
up the neighboring Namm-Loeser prop- 
erty when that old-line department 
store gave up the ghost. 

Not everv division, of course, is 
treated the same—another indication of 
Federated’s flexible policy. Burdine’s, 
for instance, will get closer attention 
while it is going through Federated’s 
“indoctrination” period. But even here, 
the new division president will be ex- 
pected to develop his own merchandis- 
ing strengths. 


ll. Why a Chain, Then? 


If you try to pin down just what Fed- 
crated central office contributes—besides 
an atmosphere that encourages separate 
units to put their organizations in order 
and expand through local initiative—a 
number of things stand out. 

For one thing, the Federated idea 
was to amass the resources of the sepa- 
rate units to achieve the power that 
otherwise would be chopped up. 

Financial management, from the be 
ginning, has been the responsibility of 
the central headquarters. ‘This may seem 
opposed to the philosophy of local 
autonomy. Actually, what it does is to 
rclieve the divisions of the need to 
worrv about where the money is coming 
from—leaving them free to tend store. 

This was the one big release for the 
divisions that emerged when the central 
office was formed. From that time, as 
long as they met the high standards 
set by the over-all corporation, the di 
visions could count on the financial 
resources for their planning. 
¢ Money Specialist—Under this system, 
Federated’s divisions have a specialist 
in charge of money—John Lebor, vice- 
president of finance, whose job is to put 
Federated’s money to work where it can 
make the biggest return. He has one 
guide that comes as close to a set rule 
as any in the company. That is, to con 
vert as much of its funds as possible 
into merchandise. 

This is the reason Federated owns 
little real estate, although it will buy 
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an all-automatic photocopyer 
...the new DRI-STAT ‘200’ 


You'll “OOH” when you see what the 
DRI-STAT ‘200’ offers you: 


1 Makes sharp, black-and-white 
copies of anything written, printed 
or drawn. 


Takes less space than a typewriter. 
Anyone can run it. 
Works in normal office light. 


First truly automatic photocopyer 
priced under $350. 


The DRI-STAT ‘200’ copies any papers 
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Ask for this informative, un- 
biased fact-folder, “Office 
Copy Machines and How to 
Choose the One to Suit Your 
Needs.” 
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up to 9 inches wide, in any length. It 
pays for itself in the time it saves. It 
copies the original and eliminates 
proofreading. Ask us to demonstrate 
it before you accept any substitute 
system. 


AUTO-FEED, an exclusive, automatic 
paper feed is optional. Dri-Stat ‘200’ 
with Auto-Feed is $245. Also available 
is the Dri-Stat ‘400’ which copies 
materials up to 14” wide. 
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DRI-STAT DIVISION 
Peerless Photo Products, Inc. 
Shoreham, N. Y. 


] Please send me your FREE folder, ‘Office 


Copy Machines and How to Choose the 
One to Suit Your Needs.”’ 


] I'd like to see a FREE Demonstration. 


ae 





State__ 


Varke ting 


eeeeeeeeeeeeeeeeeeeeeeeeeeeeeee 


61 








- 
! 
| 
! 
| 
| 
| 
! 
| 
! 
| 
| 
! 
| 
! 
! 
! 
! 
| 
| 
L 


“Profit-squeeze puts new 


Mr. John A. Garcia, Executive Vice President, 
Allen & Garcia Company, Chicago— 


Consulting and Design Engineers — says: 


“Engineering firms assigned responsibility for planning and 
constructing new industrial facilities must meet today’s 
primary challenge head on. They must build plants and 
specify equipment that will ease the profit-squeeze. Every- 
thing they do must contribute to that end 

“Our clients in the coal, mineral and metal processing 
fields are increasing the wealth and strength of the nation 
by stepping-up production capacities. Their investment and 
future income must be safeguarded by applying broad 
experience and real foresight in designing, building and 
equipping new facilities.” 


COAL must continue to play a vital part in our 
nation’s expanding economy. New and modern- 
ized plants are being readied to meet the coal 
industry's forecast of 600 million tons by 1960. 

Efficient, dependable Jeffrey equipment is a 
valuable antidote for rising costs in coal prepa- 
ration. It does important jobs better, faster .. . 
contributes to lower operating costs and lower 
maintenance costs. 

Orient Mine No. 3 of the Chicago, Wilmington 
and Franklin Coal Company, Waltonville, 
Illinois, employs the most advanced types of 
crushing, sizing, cleaning, dedusting and blend- 
ing equipment. Allen & Garcia Company, after 
building record-breaking Orient Mines No. 1 and 
No. 2, were selected to design and build this 
ultra-modern coal preparation plant. 





Crushers: Jeffrey offers a type and size for every sizing require- 
ment. This is a 30" x 60" single roll crusher of the type specified 
by Allen & Garcia Company repeatedly since 1946 for coal prepa- 
ration plants. 


Permaseal Idlers: Give extra-long service on the toughest jobs 
with a minimum of maintenance. Double -diaphragm seals make 
certain grease can't get out to foul conveyor belts; dirt can't get in 
to damage bearings. 


Baum Jigs: Provide a low-cost means of 
cleaning coal, separating fine and coarse sizes 
simultaneously, and recovering above 99.5% 
of the coal of a specified quality. Jeffrey air- 
operated jigs give exceptionally high capacity 
per unit of area, often ten times that of con- 
ventional plunger type jigs. 


lt pays to team up with a top-flight 
engineering company 


They are familiar with these Jeffrey products 
and will advise on their use. For specific infor- 
mation regarding any of them, get in touch with 
The Jeffrey Manufacturing Company, 960 
North Fourth Street, Columbus 16, Ohio. 


CONVEYING * PROCESSING + MINING EQUIPMENT...TRANSMISSION MACHINERY...CONTRACT MANUFACTURING 
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The kind of orders 
that gravitate to TMI per- 
mit no such thing as pampering in this 
busy “little” mill 
us pull out every stop in cold 
drawing skills to keep pace with the de- 


They do, however, 


make 


mands for pertec tion written on those 
orders! In stainless steel or in special 
alloy the TMI goals and the TMI 
results are the same: we keep our think- 
ing and our methods flexible enough to 
tackle the impossible specifications with 
confidence while we remain steadfast 
in our precision workmanship. Put 
IMI and TMI tubing to the test 
any test—and you'll know why leading 
pioneers in metalworking work hand- 
in-hand with our people. We'd like to 
work with and for you. 
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store sites if, as Lebor says, “we can’t 
develop the right kind of lease arrange 
ment at a particular time.” Federated’s 
policy also is to sell a large portion of 
its accounts receivable to banks, while 
running the credit collection system in 
its own hands. 

Bevond the central financial arrange- 
ment, Cincinnati also provides special- 
ists on insurance, real estate, market 
survevs, and economic research. 
¢ Informal—Actually, relations between 
divisions and headquarters are largely 
informal, but twice a vear, each di- 
vision formally reviews its plans for the 
next six months in what Ralph Lazarus 
calls “figure plans and a word plan.” 
The word plan details strengths and 
weaknesses as each department manager 
sees them—with his own recommenda- 
tions for improvement. 
¢ Clearinghouse—Probably the biggest 
contribution of the central staff is the 
use of its facilities as a central clearing- 
house of information. Statistically, 
AMC compiles the ratios and operating 
results by which all Federated stores 
can compare one another. These stud- 
ies, detailed and pinpointed to specific 
locations, go a long way to maintain the 
standards of the Lazarus regime 

But at headquarters in Cincinnati, 
central research undertakes projects that 
apply to all the stores. One recent 
brainchild was Federated’s revolving 
credit plan. Cincinnati launched con 
sumer attitude surveys, analvzed its own 
records of credit histories, and came 
out with a formula to meet the needs 
of its customers who—it became obvi- 
cus to local divisions—had outgrown 
older credit svstems. Not everv division 
uses the plan, but Mr. Fred says, “We'll 
be reminding them every six months.” 

In addition to such broad studies, 
the research department makes terri 
torial and population studies for di 
It has just completed a chil 
dren’s wear study that the divisions 
greed was necessary because of the 
population’s changing age structure. 
¢ Research-Minded—This emphasis on 
research, in a business not noted for 
such a formal approach, is carrving over 
into what Federated calls a “customer 
preference program.” It took two vears 
to work out the details. Federated ad 
mits that as it stands the illustrated 
training program contains nothing that 
every successful merchant in the past 
didn’t know instinctively. Now, Fed- 
crated hopes to convey this merchan 
dising instinct to younger managers 
who otherwise would have to spend a 
lifetime acquiring the necessary experi 
ence. 

In the end, says Ralph Lazarus, about 
all Federated as a central organization 
can do is push the idea of profit—and 
particularly the return on the money 
used to make that profit—farther down 
into each divisional organization. END 
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Chief Red-E-Stik has spoken. And his braves 
are on the warpath to help you win the fight for 
more wampum in your wigwam...with Red-E- 
Stik pressure-sensitive labeling. These self-ad- 
hesive labels enable you to cut costs, save time, 
boost sales, end waste. They can be used to 
simplify and speed every phase of your oper- 
ation. Here’s why each dollar for Red-E-Stik is a 
buck well spent... 

Stop To stop shoppers, your best bet is a 
package with impulse-buying appeal...a Red-E- 
Stik label with built-in impulse-impact. We create 
them for all package types...any size, shape, 
color...sheets, rolls, singles. 

Sell Red-E-Stik labels and signs drive home 
your story at the P-O-P. For use on plastics, film, 
glass, metal and wood, Red-E-Stik needs no 
water, heat, or glue. Just peel and press...even 
faster by machine. 

Satisfy Use Red-E-Stik labels to in- 
struct, guarantee, warn...to keep buyers sold, 
up repeat sales, cut returns. They can't curl or 
crawl...stay neat and clean. Cali, write for 
samples and idea Kit of Red-E-Stik solutions to 
problems like yours. 
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stant speed, (3) run 

quietly, and (4) be dependable with 
a long life. Bodine motors meet all 
these requirements."—Sanborn Com- 
pany. 


Call in a Bodine engineer in the 
early stages of your product planning. 
You may find one of Bodine’s 3500 
standard motors perfectly suited. 


6 to 14 week delivery on built-to- 
order motors! 


Fast shipment on 265 different 
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Bod ine Electric Co., 2280 W. Ohio St., Chicago 
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Its Fewer Loans—Or Lower Bars 


Consumer Credit Outstanding 


As “good” borrowers pull in 
horns, consumer lenders face 
dilemma—how far to lower bars 
to keep loan volume up. 


A well-dressed, middle-aged woman 
walked into the loan department of a 
Miami bank the other dav and asked 
for a loan to help her switch her 1956 
Chevrolet to a new Thunderbird. 
The loan officer said no. He explains: 
“We figured her payments at $144 a 
month, far more than she could afford.”’ 

Robert Guinsler, manager of a 
Household Finance Corp. office in To- 
ledo, ticks off similar cases: A 22-vear- 
old single girl, holding down a low- 
paying job wanted to add to her 
$1,500 debt; a married man with three 
children, earning $85 a week, wanted 
another loan even though he already 
had five outstanding obligations taking 
more than $160 a month. 
¢ Dilemma—These examples of persons 
already overburdened with debt but 
seeking still more credit are becoming 
more common these days. That’s the 
word from credit men in banks and 
finance company offices in 17 cities 
across the land, interviewed a few davs 
ago by BUSINESS WEEK reporters. Rudy 
Binder, president of Wisconsin Con- 
sumer Finance Corp. sums up the prob- 
lem this way: “Requests from the good 
borrowers are way down.” 

The result is that not all of the over- 
ambitious or debt-burdened loan appli 
cants get the prompt turndown that 
accorded the would-be Miami 
Thunderbird buyer—and that all of 
them would have received a year ago. 

For the finance companies are faced 
with this cruel dilemma: With the 
“good” applicant holding back, the 
companies must either resign them- 
selves to doing less business—or they 
must deal with poorer risks. 

Even in this situation, not everything 
soes—as the Miami case and others like 
it make clear. But in most cities, 
lenders have eased credit requirements 
in the effort to drum up _ business— 
though they still insist they're not lend- 
ing to borrowers who won't pav back. 
¢ Decline—The reason why the finance 
companies are faced with this dilemma 
IS apparent in the chart. Consumers are 
pulling in their horns—buying less, sav- 
ing more, borrowing less, and repaying 
more. ‘The Federal Reserve Board’s 
monthly figures show that in February 
repayments on consumer installment 
debt topped new credit extensions—on 
a seasonally adjusted basis—for the first 
time since the Korean War. In March, 
repayments again outstripped exten- 
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sions, by about $180-million. The will- 
ingness on the part of the finance com- 
panies to take on lower grade loans is 
partly due, perhaps, to the decline in 
the rates they pay for their own bor- 
rowings. ‘They've pretty much held firm 
on the rates charged their own custom- 
crs, and the fatter margin helps cushion 
potential losses from defaulted loans. 

The chart shows one result of the 
slide in consumer buving—a turndown 
in consumer installment credit outstand 
ing. In March, this total declined for 
the third consecutive month, falling 
$319-million to just under $33-billion. 
or the first quarter, the drop came to 
$1.1-billion, more than three times the 
decrease in 1957's first quarter 

One segment of consumer credit has 
moved against the tide—the personal 
loan category, which increased $20-mil- 
lion in March in a continuation of its 
long-term rise (BW—May4’57,p78). 
Most economists believe these cash 
loans will hold up even if the recession 
should worsen, since they usually repr 
sent either emergency borrowing or con- 
solidation of a number of outstanding 
debts. But personal cash loans repre 
sent only a small part of over-all con- 
sumer credit. 
* Easier Terms—It’s 


the decline in 


1956 





1958 


1957 
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other forms of installment credit that’s 
worrying the lenders, and leading them 
in many cases to let down the bars. 
Generally, this takes the form not of re- 
ductions in interest rates, but of lower 
downpayments and stretching of re- 
payments over a longer period—36- 
month terms are now common in most 
cities, and in a few areas 42-month 
terms have turned up. And borrowers 
whose credit standing would have 
brought icv stares a few months ago 
are getting loans today 

An ofhcial of a Cincinnati bank, 
which does a lot of auto financing 
turough local dealers, comments: “We 
didn’t as a policy take paper from a 


fellow who had a repossession record. 
Just the other day, we did.” This is 
despite a 14% increase in auto re- 
possessions in that city this vear 


A Cincinnati finance company man- 
ager has this plaintive explanation for 
taking on marginal risks: “Look, I had 
a call from a dealer when we wanted to 
turn down one of his deals. He told me 
pretty clearly that if we didn’t take that 
poor risk, the next 14 ‘good’ deals would 
go somewhere else.” 
¢ Regional Variations—Some cities, of 
aren’t so hard hit bv the re- 
others. But those 
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less hard hit, lenders find collections 
tougher and delinquency rates creeping 
up. Leonard A. Usina, president of two 
Miami banks and chairman of a third, 
savs his banks’ consumer credit business 
is up 5% to 7% over last year, but 
“we're even reviewing rejects with an 
eve toward working out good loans.” 
In such cities as Pittsburgh and 
Detroit, lenders will climb far out on 
a limb to make loans—though loan 
officers maintain they won't O.K. an 
applicant who seems “shaky.” In De- 
troit, some finance company offices will 
lend to laid-off workers collecting un 
employment benefits if their past record 
In Pittsburgh, lenders are re- 
financing old loans with the under 
standing that they'll gladly stretch out 
payments on the new loan if the bor- 
rower runs into trouble. One finance 
company has refinanced 15% of its ac- 
counts, compared to a normal 2% to 


$%. 


y 
is good. 


¢ Closer Check—Paradoxically, credit 
men claim they're screening applicants 
more closely today than in a long time. 
lhe extra check might show that a per- 
son is a better risk than a quick ap 
praisal indicates—as in the case of a 
marginal risk first turned down by Gen- 
eral Motors Acceptance Corp., then 
accepted after it was found he had 
overlooked an old $130 savings account. 
Of course a closer screening might turn 
up an adverse factor similarly over- 
looked, such as a_ five-vear-old_re- 
possession in another GMAC case. 
Lenders say they are checking more 
carefully into the kind of work an appli- 
cant does—and semority is no longer a 
kev measure of risk. A Cleveland 
credit man says: “If a steno comes in 
with one vear’s seniority, it’s likely we'd 
Q.K. her on the basis that she’d be less 
likely to be laid off than the five-vear 
man at an auto assembly plant.” 
¢ Problems—The casing of terms is not 
without its problems. 
An increase fraud 
ings on the part of 
customers and retailers 


and shady deal 
both individual 
plaguing the 


lenders. A Philadelphia used-car dealer 
now facing trial on charges that he 


got people to buv new cars from 
legitimate dealers with bank loans and 
turn over the cars to him in return for 
$50 and a promise to pay off their loans 
when he sold the cars~and then, in 15 
cases, failed to pay off the loans. 
Lenders sav the 
is necessary to 


relaxation of terms 
encourage consumers to 
spend; whether this will result remains 
to be seen. Dr. Marcus Nadler, econ 
omist for the Hanover Bank, New York, 
however, warns against “mecasures 
which, though helpful in checking the 


present downward trend of business, 
will be harmful to the economy later 
on.” ‘The American Bankers Assn. has 


been issuing similar warnings for more 
than a vear. END 
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WEstT VIRGINIA 


MARKETS-MATERIALS-MANPOWER 





There is a good supply of skilled and versatile 
workers in West Virginia for new or expanding 
industries. You will Gnd ample raw materials, 
markets nearby and protective terrain for future 
security. For full inform ation write, Don Crislip, 
Executive Director, West Virginia Industrial and 
Publicity Commission, Room 12, State Capitol, 
Charleston 5, West Virginia. 
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Wall St. Talks . . . 


. . . about peevish stock- 
holders . . . market rumors 
. . » @ prophet’s gloom. . . 
pickup in institutional buying. 


Stockholders are beginning to bark at 
the cutting or dropping of dividends. 
At last week’s annual meeting of Ben- 
rus Watch Co., one shareholder rose 
to berate management for dropping the 
usual May payment “while salaries re- 
main the same.” Next time, he sug- 
gested, “cut salaries and pay the divi- 
dend.”’ 


Market prices have been influenced by 
rumors that: (1) two new and scary 
studies on cigarette smoking are up- 
coming from the Veterans Administra- 
tion and National Health Institute; (2) 
Bell & Howell will market a self-devel- 
oping camera to compete with Polar- 
oid; (3) Richfield Oil is cooking up 
i gas deal with Pacific Lighting that 
will add $2 a year to its per-share net; 
(4) American Bosch Arma has signed 
a $200-million contract for Atlas mis- 
siles. 


A pro eyes the crystal ball: Joseph E. 
Granville, of E. F. Hutton & Co., who 
correctly predicted that the Dow-Jones 
industrial average would hit a 1958 
high of 468 in May, wow says the index 
will fall to 410 in June—compared with 
a low of 420 last fall. After June, 
Granville opines, the average will climb 
steadily to around 460 by September, 
drop to +48, rise to +55 in mid-October, 
then plunge below 365 in November. 


Most Street analysts are bearish, 
though not so explicitly as Granville 
his general pessimism moved one wag 
to remark that the only people making 
anv real money in the market of late 
were those unable to read or hear the 
opinions of the experts. 


Institutional buying is picking up, a 
broker reports. He says the renewed 
activity is “not because things are any 
better, but because thev’re not as bad 
as such investors had thought they 
would be by now.” 


Unsold remnants of municipal bond 
offerings are piling up on dealer shelves. 
Last week, the Blue List of unsold 
bonds advertised for sale reached $412- 
million. Since many large blocks are 
not being listed, the actual floating 
supply is thought to be considerably 
larger—and maybe close to a record. 
But Streeters are confident that these 
inventories will be marketed profitably 
during the summer, when the new-issue 
calendar will be lighter. 
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( Advertisement) 





, 


The man from Cunningham & Walsh 


Superman in a supermarket—that’s John Woods, who once a 
year changes from an account executive to a grocery clerk. It’s a 
company policy at C&W for our account executives, television staff, 
writers and art directors to go out every year and sell at retail. As a 
result, our advertising sells and sells. Cunningham & Walsh, Inc., 
New York + Chicago + Hollywood « Los Angeles + San Francisco. 
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SAVES TIME AND LABOR AT LOADING DOCKS 


COMPLETELY AUTOMATIC—This 
all-new ramp positions automatically to 
bridge the gap between dock and truck 
bed for faster loading and unloading .. . 
with complete safety. It is powered by 
pressure of the truck bed on the ramp 


bumpers, employing an exclusive spring 
compensator for smooth, controlled 
action. Has automatic safety lock, self- 
aligning bumper and other exclusive 
features. Easily installed at new or exist- 
ing docks. Requires no maintenance. 


Mail coupon for catalog 
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Rotary Lift Co. ! 

1140 Kentucky, Memphis 2, Tenn. I 

Please send catalog on Rotary Automatic Dock 

AUTOMATIC — pe: : 
DOCK RAMP . 
Rotary Lift Company ! 
Division of Dover Corporation Address 
Memphis, Tenn. * Chatham, Ontario 1 
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ITEMS FOR 
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INSTITUTIONS 
: : = See Your LYON Dealer! 


| | He’s as near to you as your phone. He 
—— * r offers the world’s most diversified line of 
lil 4 steel equipment. Equally important, he 
can show you how to get the most for 
your money in saved time and space. 


LYON METAL PRODUCTS, INC. 
General Offices: 510 Monroe Ave., Aurora, Ill. 
; Factories in Aurora, Ill. and York, Pa. 
7 — Dealers and Branches in All Principal Cities 
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Lyon also has complete facilities for manu- 
facturing special items to your specifications 


STEEL EQUIPMENT 


QUALITY DESIGN 
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This week Washington is up against a world more complex and bewilder- 
ing than at any time since the war. 


The picture isn’t all black, of course: 


¢ In Japan, Premier Kishi’s pro-Western government has won a solid 
victory in the Japanese general elections. 


* In Italy, the Christian Democratic Party—favoring close ties with the 
West—has tightened its grip in general elections. 


But in France—the strategic heart of the West’s defense system— 


the situation is explosive (page 77). And in the crucial Mediterranean area, | 


Washington must cope with the fact that: 


¢ Lebanon’s internal struggle against pro-Nasser forces may ultimately 
force the U.S. to intervene militarily. 


¢ Tunisia’s tense relations with France may push the U_S. into revising 
overnight its present policy of non-interference in North Africa. 


This is how Washington looks on the French crisis: 


It’s resigned to a de Gaulle takeover. He’s the only man—they say— 
who can restore Paris’ authority over the military junta in Algeria’) He may 
be able to avert the growing danger of all-out war between Tunisia and 
France. An outbreak of war there would probably force the U.S. to inter- 
vene on Tunisia’s side. More important, he is seen as the only man to halt 
the dangerous drift toward civil war in France. 


Washington thinks de Gaulle will try for a negotiated settlement of the 
Algerian war. He will work within the framework of a French-North Afri- 
can federation—and might well succeed. That would remove the biggest 
single cause of weakness and disunity among the Western powers. 


But a de Gaulle government would give Washington plenty of worries. 
He might weaken NATO—and even try for a deal with Moscow, thus neu- 
tralizing France in the cold war. He might stall progress toward West 
European economic and political unification. 


Beyond that, de Gaulle might unify French left-wing parties behind 
the Communists through authoritarian policies. That could pave the way 
for a “Popular Front.” This danger loomed at midweek when the French 
Assembly temporarily closed ranks against de Gaulle. 


The alternatives to de Gaulle—civil war or a continuing political dead- 
lock—frighten U. S. officials. They see him as the least of a number of possi- 
ble evils. Thus, they play down the hypothetical risks of a de Gaulle govern- 
ment. 


London takes a dimmer view of the French upheaval. 


Both business and government circles fear the chances of civil war in 
France. They see this not so much as a stop-de Gaulle movement, but as a 
rebellion against the men and methods likely to come to the top under his 
government. They don’t expect him to solve quickly France’s relations with 
North Africa—in fact, they fear he’ll create new tensions. In addition, they 
assume NATO countries would probably have to make large concessions to 
French pride to save the military alliance. 
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London feels that France is heading fast toward another financial crisis. 
France already has used up most of the dollars it borrowed from the Inter- 
national! Monetary Fund. 


What with the French crisis, London now believes that talks about <he 
Free Trade Area should be put off. In fact, the first tariff cuts under the 
Common Market scheme, due to take effect next January, may have to be 
postponed—until France gets through its present crisis. 


The Administration is adding sinew to U.S. foreign economic policy. 
The new emphasis on aid, trade, and financial programs stems from the 
series of crises abroad—particularly the attacks on Vice-Pres. Nixon in Latin 
America. 


Don’t expect dramatic changes in economic policy. The real difference 
now is the Administration’s attempt at a coordinated approach to solving a 
wide range of overseas economic problems. It wants to: 


* Increase quotas of member countries in the International Monetary 
Fund. Thus, the fund could help carry countries through a short-term 
balance of payments crisis. It could also inject more credit into the free- 
world trading system. 


¢ Use the Export-Import Bank for short-term balance of payments loans. 
These would be stopgap loans, to tide countries over payments crises until 
the IMF boosts its quotas. 


¢ Step up U.S. assistance to underdeveloped countries. The Administra- 
tion may ask Congress next year for $1-billion for the new Development 
Loan Fund. That compares with $625-million requested this year. 


* Help support a new International Development Assn., affiliated with 
the World Bank. The association would make long-term, low-interest loans, 
repayable in local currency. The Administration is convinced the associa- 
tion would be supplementary to—and not conflict with—the Development 
Loan Fund. 


* Consult more closely with countries affected by falling commodity 
prices. At present, the Administration won’t back price-support schemes. 
But it’s ready to help influence producing countries to agree on multilateral’ 
controls to keep production more in line with demand. 


Britain’s Commonwealth partners are also tackling trade and aid prob- 
lems. Next week, to prepare for the big conference in Montreal scheduled 
for September, they will gather in London to discuss how to: 


¢ Expand trade among Commonwealth countries. They may blueprint 
an improved system of mutual credits for inter-Commonwealth trade. 


* Mobilize development capital inside and outside the Commonwealth. 
The stumbling block is how to coordinate more effectively the development 
plans of individual countries, so they won’t call for capital all at once. 


* Stabilize world raw material prices. Primary producers may press 
for a new attempt to get U.S. cooperation. 


* Tie the Commonwealth with the Common Market and proposed Free 
Trade Area in Western Europe. Common Market countries want the same 
tariff treatment in Commonwealth markets as Britain gets. That’s not the 
only problem. The French crisis may upset all plans for closer economic 
integration, inside or outside the Common Market. 
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Who rules the roost in inertial navigation? 


A “built-in destination” is sealed into every 
missile that’s guided by inertial navigation. Once 
aloft, the missile unerringly speeds to a single, 
selected spot with no help or hindrance from 
any outside influence. 


Tomorrow... vehicles at sea, in the air, and 
out in space will be guided by inertial navigation 
systems—systems that will lean heavily on con- 


tributions of the American Bosch Arma Cor- 
poration through its aa@aga@ Division. For 
AeA is an acknowledged leader in inertial 
navigation, as shown by the selection of Aa@aga 
to design and produce the guidance system for 
Titan: the newest intercontinental ballistic mis- 
sile. a#@Aa@4...Garden City, N. Y. A Division 
of American Bosch Arma Corporation. 


There are challenging employment opportunities in inertial navigation at AA@AgA. 


AMERICAN BOSCH ARMA CORPORATION 





KANSAS CITY PUTS A LOT OF 


Truck owners, interviewed in 

the bustling Kansas City stockyards, 
praise economy and efficiency 

of their Ford Trucks. 


Stand for an hour in the Kansas City stock- 
yards and you'll be passed by hundreds of 
trucks loaded with livestock, filled with sup- 
plies, feed, frozen meat. You’ll see Ford Trucks 
of every size and model, carrying the signs of 
dozens of firms... on-the-job evidence that 
American business buys more Ford Trucks 
than any other make. 








WM. L. SEHNERT, Owner 
Bill Sehnert Co. 

Kansas City, Kansas 
Operates a 58 Ford F-100 
Flareside '5-ton Pickup 
in his general transfer 
business. 


“Efficiency and economy in same package.”’ 
““My ’58 Ford Flareside Pickup has never caused 
me trouble and it carries a plenty big payload, 
too. With this economical pickup we’ve got a 
dependable and durable truck for hauling any 
and everything at low cost.” 


FORD TRUCKS 
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STOCK IN ‘58 FORD TRUCKS 


V. E. MOORE, Owner a RAY MICHAEL, Partner 
Blake Sheet Metal Works Pi Rogers Truck Line 
Kansas City, Mo. , Kansas City, Mo. 

The ’58 Ford 1 %-ton F-500 ’ Uses his Ford Ranchero 


carries big heating narerne Ve for pleasure as well as 
installations with ease. mt day-to-day hauling. 


‘*Delivers on low operating costs.”’ **Rides like a car!’’ 
“You need a rugged, economical truck to haul “My ’58 Ranchero rides like a car and its 300 hp. 
bulky sheet metal. Our 58 F-500 Stake really Interceptor V-8 engine can handle heavy loads 
delivers on low operating costs and day-in-day- with power to spare. First cost was far less than 
out efficiency. For us it has proved to be the best I expected, too. Nothing it can’t do, including 
truck at the lowest cost.” taking the family on fishing trips.” 


| COST LESS ...Less to own...Less to run...Last longer, too! 





FOAMGLAS® waterproof, vapor-proof, strong, can’t burn, 
1NSULATION | acid-proof, vermin-proof, dimensionally stable 


The speed and ease of application of 
the lightweight biocks of FOAMGLAS 
kept installation costs low for Planters. 


FOAMGLAS | 
insulation envelopes 

help keep Planters 

peanuts fresh : 


Peanuts in this Planters warehouse are protected by 4 inches of FOAMGLAS insulation 
in floor, walis, and ceiling. The unusual compressive strength of FOAMGLAS floor in- 
sulation lets Planters stack tiers of bagged peanuts higher (16 ft.) than ever before. 


Planters Nut and Chocolate Company, Suffolk, Virginia, 
picked Pittsburgh Corning FOAMGLAS to insulate 
floors, walls and ceilings of four new warehouses... to 
form perfect insulation envelopes around their stored nuts. 

When peanuts lose their shells, they lose an excellent 
protection provided by Nature. Once Planters removes 
the shells to sort, grade and bag the peanuts, they rely 
on rigid temperature-humidity control to keep the nuts 
moist and fresh in the warehouses. They rely on 
vapor-proof FOAMGLAS insulation to help them main- 
tain this precise control at all times. 

Because FOAMGLAS is vapor-proof, it forms a natural 


PITTSBURGH CORNING CORPORATION 


vapor barrier. This makes it easy to keep relative 
humidity at a constant 65-70%. And since FOAMGLAS 
stays dry, it holds its original insulating value. This makes 
for real economy in holding temperatures at 38°F. The 
material is easy and economical to apply, and this in- 
combustible insulation provides extra building safety, too. 

If you need constant long-lasting insulating value, you 
need FOAMGLAS—the moisture-proof insulation. Get 
the full story in our latest Low Temperature Insulation 
Catalog. Send for it today. 

PC Glass Blocks are another outstanding building 
product of Pittsburgh Corning Corporation. 


Dept. F-58, One Gateway Center, Pittsburgh 22, Pennsylvania « In Canada: 57 Bloor Street West, Toronto, Ontario 





In Washington 


Senate Committee Votes Bill 


To Ease Pain of Railroads 


Railroads made a major gain this week in their bid 
to get Congress to bail them out of their current finan- 
cial plight. It came when the Senate Interstate & Foreign 
Commerce Committee unanimously approved a package 
bill that would give the rails greater freedom in rate 
making, up to $700-million in financial guarantees to 
buy equipment, and greater leeway in abandoning un- 
profitable operations. 

Greater freedom for rate making was the key point 
in the committee’s action. It was voted despite stiff 
opposition from truckers and barge lines as well as the 
Interstate Commerce Commission. 

The rails are expected to win backing in the Senate, 
but are likely to run into a roadblock in the House, 
where the trucking lobby is most effective. 


Supreme Court Faces Heavy Schedule 


Of Decision Making to Clear Docket 


The U.S. Supreme Court may run late in winding up 
its 1957-58 term. With several dozens of cases now 
ready for decision, the court has scheduled decision 
Mondays for June 2 and June 9, may have to add 
another to clear its docket. 

The court still is accepting cases for decision next 
term, however. This week, it agreed to decide cases 
brought by an Arkansas wholesale liquor dealer and a 
West Coast beer wholesaler seeking federal income tax 
deductions on contributions to publicity campaigns to 
defeat. proposed state prohibition laws. Denied the 
deduction by lower courts, the dealers argue the con- 
tributions are “ordinary and necessary” expenses to pre- 
serve their business and should be deductible. 

Among the major cases awaiting decision by the high 
court in the next few weeks are: 

¢ Legality of hot cargo clauses. ‘The court can 
decide whether it is illegal even to sign hot cargo con- 
tracts or whether a ‘Taft-Hartley violation occurs only 
if unions appeal directly to employees to enforce 
them. 

* Sale of General Aniline & Film Corp. Whether 
the government will be able to put this chemical com- 
pany, valued at over $100-million, up on the auction 
block depends on the outcome of the appeal by the 
former owners. They say they were denied a fair oppor- 
tunity to establish their status as non-enemy aliens and 
their rights to return of the property seized during 
World War II. 

¢ California water irrigation. At stake here is fed- 
eral assistance for construction of the Central Valley 
Irrigation Project. Federal funds have been held up by 
a state court ruling that the clause in federal reclamation 
project contracts limiting landowners to the amount of 
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water needed to irrigate 160 acres of land is illegal. 

¢ Grand jury records. The Justice Dept. is fighting 
a decision saying that if testimony before a grand jury is 
used to prepare a civil antitrust suit against companies 
investigated but never indicted by the grand jury, the 
government must show the secret grand jury records 
to the companies or have its civil case dismissed. 

¢ FTC authority over insurance business. Lower 
courts have ruled that the Federal ‘Trade Commission 
has no authority to prosecute insurance companies for 
alleged false advertising of their policies where states 
have enacted their own laws against unfair or deceptive 
practices. 

e e . 


Democrats Won‘t Block AEC’s Plans 


For “Partnership” Atomic Power Plants 


At least three “partnership” atomic power plants—to 
cost around $73-million—appear to be getting the green 
light. ‘The Democrats on the Joint Committee on 
Atomic Energy—who have been feuding with Atomic 
Energy Commission Chmn. Lewis Strauss—aren’t ob- 
jecting to tentative AEC plans to subsidize construction 
of these plants. 

The projects would be built by a group of private 
companies (Carolinas Virginia Nuclear Power Associ- 
ates), a municipality (Piqua, Ohio), and a rural co-op 
(Rural Cooperative Power Assn. of Elk River, Minn.). 

The fight still goes on, though, over the building of 
federal atomic power plants. ‘The Democrats now advo- 
cate two plants: a plutonium-producing facility at Han- 
ford that also would supply electricity, and a gas-cooled 
design similar to British types. 


IRS “Advisory” Will Cut Tax Benefits 


For Some Oil and Gas Companies 


Some oil and gas men have been shorn of a fraction 
of the tax benefits they get from their 27.5‘@ depletion 
allowance. 

The Internal Revenue Service, at the request of un- 
identified oil companies, last week published what it 
calls an “advisory”. It affects oil and gas operators who 
have elected to treat costs and income separately on each 
lease or tract for tax purposes. 

Under certain specific circumstances, operators now 
will have to deduct from their gross income the cost of 
certain dry holes drilled on the lease before deducting 
the 27.5% depletion allowance. 

To take a simplified, hypothetical case: Until now, 
an operator with $100,000 gross oil or gas income on 
a lease could deduct $27,500 as depletion allowance, then 
deduct, say, $25,000 it cost him to drill a dry hole on it. 
This left him with $47,500 of income subject to federal 
income taxes. 

Now, he'll subtract $25,000 for the dry hole from 
his $100,000 income—and take his 27.5% depletion 
allowance from the remainder. ‘This gives him an allow- 
ance of $20,625 and a taxable income of $54,375. 

IRS officials say they don’t know yet how many oil 
operators will be affected. 
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Yesterday a tropical jungle ... today 
highly productive farm, that affords our workers 


better living, good employment, new opportunity. 


United Fruit Company 


General Offices: 80 Federal St., Boston 10, Mass. 


COLOMBIA + COSTA RICA + CUBA + DOMINICAN REPUBLIC +» ECUADOR - GUATEMALA +» HONDURAS - NICARAGUA + PANAMA 
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@ The French have come to 
strikes and street violence 
over politics (picture, right) 
for many reasons. 


France has been 
chronically unable to form 
a stable government. 


For one, 


For another, it has suffered a 
series of humiliating reverses 
in its position overseas. 


And it’s torn by conflict be- 
tween stubborn individualism 


and fierce nationalism. 


What Produced France's Crisis 


Since the end of World War II, 
I’rance has rocked through one govern- 
ment crisis after another. Each time it 
has patched together a new cabinet— 
and fooled the critics who expected big 
changes. 

This week, France seemed ready to 
change after a whirl of events culminat- 
ing in Gen. Charles de Gaulle’s bid for 
power (page 16). It was proof that 
while France has generally thrived eco- 
nomically in the postwar decade, it has 
gone sick politically, to the point where 
the country seems to be calling for sur- 
gery and not just medicine. 

On both sides of the Atlantic, people 
are wondering what lies ahead for 
France. Despite its emergence from 
World War II as a second-rate power, 
the country has played a pivotal role 
in the political and economic growth 
of Western Europe—and in Europe's 
relations with the U.S. Will a Gaullist 
government continue France’s partici- 
pation in NATO and the Common 
Market, for example? France’s mem- 
bership is crucial to both organizations. 

But people also are wondering just 
what brought on the crescendo of 
events leading to de Gaulle’s open bid 
tor power. The answers come from 
three major trouble spots: 

Military and political losses overseas. 
World War II reduced the size of the 
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l'rench Empire. An independent Al- 
geria might be the last straw—the signal 
of the final collapse of France’s dwin- 
dling overseas empire. 

Government without strong leader- 
ship. The National Assembly, a con- 
glomeration of many political parties, 
has tried to rule the country. But its 
ability to rule and make decisions has 
rested on the delicate balancing of a 
large number of political factions. 

The nation’s split personality. On 
the one hand, it has been anarchic and 
individualistic, in line with the emo- 
t:onal principles espoused during the 
I'rench Revolution. But there also has 
been another thread running through 
France's history—of the Napoleon Bona 
parte type promising to bring glory to 
the country with a strong hand. 


|. Citizens vs. Heroes 


A walk through Paris points up this 
schizophrenia. At street corners, you 
find monuments to French history. One 
monument recites the catchwords of 
the French Revolution of 1789—liberty, 
equality, and fraternity. Another tells 
of the glories of Napoleon and his pow 
erful armies. Twice, in 1799 and 1851, 
the army clamped down on the repub 
lic. But no republican government in 
France ever knocked the props from 


under the army’s potential political 
power. 

The average French citizen has al- 

ways been deeply conscious of the dual 
character of the French state—its demo- 
cratic side, its authoritarians side. Fear 
of the “‘man on horseback” has become 
second nature to most Frenchmen. 
e Dread of Executives—Thus, the 
French people have never permitted the 
creation of a strong executive, such as 
you find in the U.S. On two occasions 
vhen this might have been possible-- 
during the Third Republic following 
Prussia’s defeat of Napoleon III in 1871 
and after World War Il—the French 
rejected the idea of handing power to 
one man. The second time, it was de 
Gaulle, wartime head of the Free 
I'rench, who proposed constitutional 
changes along these lines—and then 
went into retirement when the French 
turned down his ideas. 

In the Fourth Republic, formed in 
1947, the president has remained a fig- 
urehead, just as he was under the Third 
Republic after Napoleon III. ‘The con- 
stitution lets the National Assembly 
form and overthrow governments at will 

and elect the president as well. 

What provided continuity as one 
government replaced another was the 
highly efficient bureaucracy handling 
day-to-day affairs. Key personnel in the 
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bureaucracy for th ost part rarely 
changed 
I hus, in thé slower-mov\ ing vcars DC 
veen World Wars I and II, France 
uld somewhat afford to overlook the 
hortcomings of its premiers and cabi- 
ts and make do with the steadv work 


its civil servants 

ll. The Postwar Flux 
France emerged from World War II 
thoroughly beaten country, in despair 
r the psychological blow of its 1940 
feat by Germany. But it still ex 
ted to play a central role in the po 


cal and economic development of 
and, in fact, in over 


\% 


Vestern Europe 
i ircas, too 
lo a large extent, it has been in the 

front of major European develop 
ihrough U.S. aid 
the Marshall Plan, it got a strong 
Since 1954 
as rapidly as 

Whilk 

blocked formation of the European 

Defense EDC), it put its 
ioulder behind NATO to protect 

Western Europe from Soviet advances 

It was the leader in setting up the Eu- 

Coal & Stecl Community 
traditionally protectionist, im 
ntcrest of guarding its high-cost 
tries from foreign competition, it 

ked the plan for the Common Mat 


nts since the war 
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tart on economic recove;r' 
has grown industrially 

ountry in Western Europe 
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But France has had a host of eco- 
troubles—chicf among them big 
ments deficits externally and chronic 
iflation internally. No postwar govern 
nt has been able to cope with these 
blems effectively. France has had to 
:port materials 
But the 
uintry has not pushed exports cnough 

to pay the import bill 
¢ Ouick Changes—Through it all, 
l'rance has persistently failed at creating 
the sort of stable 
tructure that might have helped solve 


large amounts of raw 


» keep its industries booming 


strong, government 


problems. ‘Thus, since the war's 


end, French governments have changed 


; 


in even faster pace than prewat In 


there have been 25 govern 
cnt 
This stems from the fact that since 
var the opponents of democracy 
on the left 
right-wing 
ave occupied about 30 of the 
National Assembly 
he five general clections since 1945 
the Communists have won roughly 5 


W ith 


irge Communist bloc 


the smaller, extremist 


its in the 


illion votes cach tink 5.5-mil 
n polled in 1956 
¢ Center Coalitions—With so large a 
filled by the Communists, the Na 
tional Assembly has brought forth a 
iccession of governments formed from 
alitions of the center parties 
Since the war, cach government has 
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plaved up more to the short-range in- 
terests of the leading coalition party 
than to the national mterests. French- 
men have continued to vote for “their” 
parties, but the merry-go-round of gov 
ernments has led backers of the center 
parties to grow apathetic. This apathy 
has encouraged the extremists on the 
tight and the military commanders in 
\lgeria to push for more state power. 
¢ Weakening Abroad—France’s fairl) 
rapid decline in power overseas has 
partly reflected the political instability 
in Paris. During the war, the country 
had lost control over Syria and Lebanon. 
This virtually climinated it as a major 
influence in the Middle East 

Then, after World War II, it lost its 
richest colony, Indo-China. This ended 
France’s role as a power in the Pacific. 

Finally, in the past three years, there 
have been a series of blows to France’s 
prestige 

e The independence 
l'unisia and Morocco 

e The forced withdrawal from 
Egypt after the attack—along with the 
British—on the Suez Canal. 

e The struggle in Algeria, begun in 
1954, suggesting the end of France's 
hold on African territories. 

These blows killed the idea of a 
‘French Commonwealth” patterned 
after the British Commonwealth. Faced 
by defiant rebels in Algeria, seeing the 
rising influence of Nasser both in the 
Middle East and to a lesser extent in 
North Africa, even a liberal Socialist 
such as Guy Mollet became a proponent 
of the “military solution” for Algeria. 
¢ Moderate Overtures—Yet Felix Gail- 
lard, premier before Pierre Pflimlin’s 
government, began to move cautiously 
toward a settlement on Algeria. He got 
encouragement from Washington and 
London. The idea was for Pres. Bour- 
guiba of Tunis to negotiate. 

But when French planes bombed a 
lunisian border village, the plan fell 
through. Observers seem sure now that 
the bombing, prompted by Paris and 
Algerian extremists in cooperation with 
high French officers, was designed to 
prevent Bourguiba from fulfilling his 
role as go-between. And, even more 
important, the bombing seemed to be 
the beginning of the Gaullist military 
coup that followed on Mav 13 
* Behind the Coup—The old split in 
I‘rance between Bonapartism and demo 
cratic government smoothed the way 
for the military takeover in Algeria. The 
French Army’s lovaltvy is not to an estab- 
lished, clearly defined civilian authority, 
but to the republic in general. 

Moreover, the bulk of the French 
army was fighting in Algeria at the time 
of the coup. On mainland France, the 
generals could hardly have moved inde- 
pendently. But in Algeria, cut off from 
the mainland, the generals had a situa- 
tion ripe for a takeover. END 
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3M Research 


3M adhesives hold fast 


despite water, caustics, 


detergents—hot or cold 


EXCEPTIONAL WATER RESISTANCE. A tough 3M adhesive 
bonds sound-damping pads inside the doors of these metal sink 
cabinets despite the fotowing phosphatizing process: strong 
detergent pressure spray; wash; phosphatizing spray; two 
rinses; drying oven temperatures reaching 500°F. 
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WATER is the nearest thing to a universal solvent. To develop strong, long-life adhesives for applications where moisture is 
present, 3M Research went to work; came up with water-resistant products to serve industry from ceramic tile to automobiles. 


outwits water to make adhesives stick! 


Water is the slyest adversary adhesives ever met! Given a 
little time, it can work a physical or chemical change in 
practically anything it touches, including adhesives. 


But 3M Research has outwitted it through intimate knowl- 
edge of the materials that go into 3M adhesives. . . and by 
painstakingly selecting and blending these materials. 
Result: a variety of water-resistant adhesives that hold 
their bond far longer . . . even under the attack of water- 
containing caustics and detergents—hot or cold. 


Thus, you find one 3M adhesive bonding a cellulose sponge 
to cadmium-plated metal in floor mops. You find another 
bonding porcelainized metal to foam glass in curtain-wall 
panel construction. Still another is used to bond ceramic 
tile to bathroom walls. (Unglazed ceramic surfaces are 
traditionally tough to bond under moisture conditions.) 


ADHESIVES, COATINGS AND SEALERS DIVISION 


TUfinnesora (fining ann ]\JanuracturinG company % 


An even tougher job: bonding vibration-damping pads to 
metal cabinets. The 3M adhesive doing this job has to 
resist the violent attack of heat, water and chemicals used 
in the manufacturing process. 


Today, 3M adhesives are doing hundreds of jobs like these 
in countless industries. If you’ve a special bonding problem, 
look to 3M’s long experience in an unusually wide range 
of adhesive applications to solve it. 


SEE WHAT 3M ADHESIVES CAN DO FOR YOU! 


Call your 3M Field engineer. Or for 
free literature, write on your company 
letterhead to 3M, Dept. A-5, 417 
Piquette Ave., Detroit 2, Michigan, 
stating your area of interest and ad- 
hesive need. 


yo 
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In Business Abroad 


Britain Dickering With Euratom 
For Chance to Sell Atomic Equipment 


Britain is out to negotiate an agreement for technical 
collaboration with the six Euratom countries—France, 
Italy, West Germany, and the Benelux group. 

I'he agreement would provide Britain with entree to 
sell atomic equipment to Euratom—working through the 
newly formed Western European Nuclear Energy 
Agency. 
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Russo-Belgian Deal Gives Both Sides 
Rights to Fly Moscow-Brussels Route 


Belgium and the Sovict Union have signed an agree- 
ment for reciprocal flying rights between Moscow and 
Brussels. On June 1, Sabena—Belgium’s flag carrier— 
begins flying once weekly to Moscow from Montreal 
and New York, via Brussels. 

For its part of the deal, Aeroflot, Russia’s national 
line, will operate two flights weekly from Moscow to 
Brussels, using ‘T'U-104 jets. Later in the summer, the 
Belgians are to get two flights weekly, Brussels-Moscow. 
rhe Belgian line will operate DC-7C aircraft. 


West German Ford Cranks Up 
To Speed Cars Into U.S. Market 


Ford Werke AG of Cologne, Ford Motor Co.’s sub- 
sidiary in West Germany, will export 5,000 West Ger- 
man Fords to the U.S. this year. Ford Werke already 
has shipped over a trial batch of its de luxe 17M models 
and two station wagon models to test the market. 

I'he samplings provoked such a flood of inquiries from 
U.S. Ford dealers that the company decided to export 
the cars on a regular schedule. 


India’s Tax on Over-$42,000 Incomes 


Brings More Resentment Than Cash 


Last year the Indian government drew fire from busi- 
nessmen, private companies, and rich families when 
it slapped a “wealth tax’ on incomes above $42,000 
a year. 

Now the government has discovered the tax is a good 
index of the country’s poverty and a poor source of 
revenue. 

The Finance Ministry has found that there are only 
37,906 individuals, families, and companies—in a country 
with 380-million people—who fall in the above-$42,000 


income bracket. And while the government had 


80 Business Abroad 


expected $30-million in new income from this group, it 
has been able to collect only $14-million. 

Now the government’s critics are asking: Is the tax 
worth the trouble of setting up cumbersome tax machin- 
ery and the danger of dampening the climate for new, 
private investment? 


U.S. Greenback Will Replace Scrip 
As Wampum for Military PX Purchases 


U.S. military payments certificates—scrip—are no 
longer valid for purchases in U.S. Post Exchanges in 
West Germany, France, and Italy. Henceforth, U.S. 
personnel will get paid in U.S. currency. 

According to U.S. officials, the changeover resulted 
from pressure from junketing congressmen. Apparently 
they decided that scrip could be a hidden cost-factor in 
army budgeting. Scrip has been legal exchange cur- 
rency for U.S. military, their dependents, and civilian 
employees since 1947. 

Elsewhere in Western Europe, Asia, and Africa, per- 
sonnel will get an interchangeable scrip to replace old 
issues that until now were valid only within the country 
of payment. 


Argentina and U.S. Investor Both Win 
In Settlement of Utility Plants Feud 


After 10 years of undeclared war, Argentina and 
American & Foreign Power Co.—largest U.S. investor 
in Argentina—are ready to settle their differences. 
The differences date back to the Peron regime, which 
expropriated 40% of the American company’s $117- 
million investment in 100 electrical utility plants. 

Here are the basic terms agreed upon: 

¢ Argentina will compensate AFP for the plants 
seized by Peron. The amount of compensation will be 
set by an Argentine Supreme Court commission. 

¢ Argentina will purchase the rest of AFP’s plants, 
which are now operating at a loss. 

¢ AFP must reinvest its compensation money in 
Argentina, and make available an additional 25% in 
fresh capital. Both sums are to be put into a new 
Argentinian power development program. 


Trade Pact Links Japan and Malaya, 
Points Way to Other Free Nations in Asia 


Malaya and Japan have signed a trade pact that 
could serve as a prototype for other trading agreements 
between the free nations of Asia. The pact provides 
that Japan buy Malayan raw materials, process them 
into finished goods, and sell the goods in Malaya. Thus, 
both Japanese industry and Malayan exports would get 
a boost. ‘The pact also provides for Japan to set 
up marketing outlets, small enterprises, and light indus- 
try in Malaya. 
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THE SERVICE 
BUREAU 
CORPORATION 


Data Processing by the hour 
... With cost-saving packaged programs 








These tape reels contain established program instructions for SBC’s modern IBM computers. Routine punched 


card procedures are also in pre-tested “package” form 


Such vital management information as cost 
allocation, forecasting, transportation analysis 
and production scheduling is greatly facili- 
tated by economical “packaged programs” 
available to you through The Service Bureau 
Corporation, a nationwide subsidiary of IBM. 
Processing your reports and records the SBC 
way, whether by packaged or custom-designed 
programs, you get the advantages of the latest 
high-speed methods . . . without a costly capi- 
tal investment in equipment. You pay for 
RESULTS ONLY .. . and you get your work on 
time, the way you ordered it. 

Find out why more and more companies are 
turning to The Service Bureau Corporation for 
regular daily, weekly or monthly reports . . . 
for emergencies or peak load help. SBC offers 
a complete range of equipment, from punched 
card machines to the most powerful com- 
puters. Call one of our 80 branch offices or 
send the coupon for more information. 


. saving hours of planning and preparation. 


Let SBC do your Data Processing 


* No costly capital investment 

* Costs and results are known in advance 

* Easy to start right away—no costly “break-in” 

* No personnel hiring or training problems 
Procedures are developed for you 


Little or no “changeover” headaches 








The Service Bureau Corporation, Dept. B6 
425 Park Avenue 
New York, N.Y. 


Please send your booklet, “Answers Are Our Products,” 


and the address of the nearest SBC office. 
NAME 
a 
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a report to men who make decisions 


Mass produce the “impossible” 
with chemically machined glass 





Putting 500,000 holes in a square inch is no problem—when 
you use ForororM,’a glass that’s machined by chemistry. 
Using this special Corning glass it’s possible to make intricate 
and precise parts obtainable by no other method. We start 
with a photosensitive glass and a photographic negative of the 
pattern you want, expose to ultraviolet light, then heat. This 
turns exposed areas into an etchable glass that is then eaten 
away by acid. That's it—no costly tooling, grinding, drilling, or 
cutting. So far FoToFoRM has been used for fine mesh screens, 
substrates, wire brush holders for airborne digital converters, 
spacers, printed circuit boards—a wide variety of electronic 
and mechanical components. FOTOFORM may be used for mass 
production or for small runs. Write for more details. 





Glass balls... 


to improve an old product 
or make 
a new one 


Some day the writing tip 
of your ball point pen 
may be made of glass. 
That's just one possibility 
with a new Corning prod- 
uct — glass balls. Glass 
balls, or marbles, are not 
new but they are if you 
need them small and ac- 
curate. Now you can get glass balls in quantity, 


Save money with PYRE X°® 
glass drainlines 


Take a look under the floor of many 
modern industrial laboratories, hos- 
pitals, schools, or photoengraving 
plants. You'll find glass drainlines. 
The reason—most acids and alkalies 
can’t eat through Pyrex brand glass 
pipe. With glass drainlines there’s no 
more worry about corrosion—no more 
costly downtime, repairs, and replace- 
ment—no drips onto expensive equip- 
ment or furniture. Put Pyrex drain- 








lines in and they are there to stay. And 
don’t forget, with glass you can see 
blockage or other trouble before it gets 
out of hand. There are other savings, 
too, since Pyrex drainlines can be in- 
stalled readily and quickly. If you have 
the problem of disposing of corrosive 
fluids, find out what Pyrex drainlines 
can do. Write for Bulletin PE-30. 


ranging in size from .468” down to .133” in 
diameter. Sphericity is within .008”. Resistant to 
corrosion, noncontaminating, nonmagnetic, cap- 
able of taking a fine finish, glass balls might be 
used in marking pencils, valves in hydraulic con- 
trol mechanisms, spray dispensers for lotions and 
cosmetics—even in bearings. To get the ball rolling 
for you, write for complete specifications, and 
samples if you wish. Address your inquiries to 
Railroad and Industrial Sales. 





Or for a broader look at the many ways glass can be profitably put to work in prod- 
uct and process, ask for “This Is Glass,” a 64-page booklet crammed with facts. 





CORNING GLASS WORKS 


46-5 CRYSTAL STREET, CORNING, NEW YORK 





Coming meant weseach in Glas 


THE MARKETS 


Shorts Grow, but Not Their Profit 


Te er ‘chatasomnene Short interest has almost dou- 
| bled since January; so far it’s 
money on the wrong horse, and 
many think the drop shorts are 
betting on won’t come. 
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Dow-Jones As the lower part of the chart shows, 
. the short-interest position on the New 
30 Industrial York Stock Exchange, one of the im- 


portant indicators of market sentiment, 
is definitely indicating an increase in 
bearishness. Yet stock prices—as_ the 
upper line indicates—continue to resist 
a decline. 

This paradox is puzzling many astute 
stock traders, and is painfully expensive 
to a growing number. For those who 
have bet on a decline in the market by 
selling short-selling borrowed stock 
with the intention of replacing it at 
a lower cost and pocketing the differ- 
ence—have, so far, been making the 
wrong move. 
¢ Climb—The short sellers have been 
increasing their bets since January, 
when the short-interest position totaled 
only 2.8-million shares. The mid-May 
figure, announced last week, was at 5.4- 
million shares, within shooting distance 
of the 5.6-million shares recorded in 
May, 1931, the first month that figures 
were regularly compiled. 

Market technicians warn against draw- 
ing parallels between the present short 
position and that of 1931, when the 
market registered a steep drop. ‘They 
point out that the number of shares 
outstanding is now about four times 
greater. They also note that the econ- 
omy was in the depths of a depression 
in 1931, while today there is no sign of 
5 a spiraling decline. 

In the past, short sellers have often 
been wrong about market movements. 
lhevy have sometimes done extremely 
well in specific stocks, but by and large, 
rises in short sales have not been fol- 
lowed by market drops. For that rea- 
son, many observers do not think the 
present rise means a market decline. 
But at the same time, it is not a signal 
for a boom. 
¢ Reverse Action—A large short posi- 
tion actually tends to firm stock prices 
—at least in the short run. That's be- 
cause decline in stock prices leads the 
shorts to “cover” by buying, and that 
keeps a drop in check. Where a stock 
1 goes up, the shorts buy to cut their 
losses, and that acts as a stimulant. 

Joseph Mindell of Marcus & Co. 
points out that the heavy short position 
in steels has had this effect on steel 


Stocks 





Price Average 
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Short Interest 
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ye so 6 & | 5, FM AM stock prices. 
tas 1957 dic 1958 — A very large short position—almost 1- 
Dota: Dow-Jones & Co.; New York Stock Exchange. unis vnc million shares—has piled up in steel 
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stocks. But there has been no weakness 
of steel prices; and as shorts are forced 
to cover, they not only keep prices from 
falling but have been bidding them up. 

In U.S. Steel, for example, there was 
a short interest of 295,000 shares in 
mid-April, when it sold around $57 a 
share. In mid-May the short position 
had climbed to 336,000—and the stock 
was above $61. 

The shorts have been similarly 

squeezed on P. Lorillard Co., and it 
now appears they are giving up. Lorillard 
had shorts of 80,000 last month, when 
it sold at $53; this month, the shorts 
were down to 74,000, and the stock was 
selling at $58. 
e Faith and Figures—According to 
Thurston P. Blodgett, vice-president of 
Tri-Continental Corp., the market's 
resistance to a decline is largely due to 
the “faith” of the public and institu- 
tional investors in long-term growth. 
The short sellers, he says, are “the 
agnostics” who are operating on the 
basis of factual considerations, such as 
earnings figures. But as long as there 
is no loss of faith, and buying continues, 
he feels, there is little likelihood that 
the skeptical short sellers will profit. 
e Hedgers—Not all short sellers are 
convinced that a decline is due; many 
are simply hedging. For example, an 
investor who has made a sizable gain 
may be uncertain about future pros- 
pects. But he does not want to sell— 
because of tax considerations, for in- 
stance. So he protects himself by “sell- 
ing against the box’’—selling short the 
same number of shares he holds. If 
the stock rises, he will not get any extra 
profits; but if it declines, he is protected 
against loss. 

The short position is also boosted by 
arbitrage operations. This is common 
when a company offers stock rights. 
It’s usual for professionals to buy rights, 
and sell the stock short. If the price of 
the stock increases, the value of the 
rights goes up. But if the stock goes 
down, the rights often show a smaller 





Business makes friends 
with Zippo lighters 


The world’s most dependable lighter promotes customer 
relations—spurs incentive programs — implements safety 
programs-—and keeps company names in the public eye. 





Leading manufacturer of hand tools uses 
Zippos to maintain one of the best plant 
safety records in industry. 

Blue-chip building products concern gets 
suggestion program off to good start by 
awarding Zippo lighters. 

Leading maker of coin-operated music ma- 
chines uses Zippo lighters to keep up sales 
enthusiasm. 

Insurance company reminds prospects of 
services with never-failing Zippo lighters. 
Gasoline station operator promotes cus- 
tomer loyalty with personalized Zippo 
lighters. 

These are just a few examples of how Zippo 
lighters have helped businesses like your own. 
(Names will be sent upon request.) 

















Zippo lighters have the most uncom- 
promising guarantee in the annals of 
American business. Regardless of age 
or condition a Zippo is guaranteed 
to work as long as you have it or we 
fix it free! 











decline, 





Now the world’s most dependable lighter in 
the new Slim-Lighter shape. Here is famous 
Zippo’s new running mate, the new Zippo 
Slim-Lighter. It was especially designed 
for those who want a slender, lightweight 
lighter. The new Slim-Lighter has the same 
dependable Zippo action. 


Facsimile signatures are now available on 
Zippo lighters. Zippo lighters can now be 
personalized with individual signatures 
along with company trade marks or any 
design you want. For complete informa- 
tion about this service, write to Dept 18A, 
Zippo Manufacturing Co., Bradford, Pa. 


Zippo Manufacturing Co., Bradford, Pa., and Canada Ltd., Niagara Falls, Ontario 


Zippo Manufacturing Company, 


Dept. 18A, Bradford, Pa. 


Gentlemen: Please furnish me with complete information on Zippo lighters 


and your special design service. 


Firm ' ae 
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so the arbitragers can come 
away with a profit. 
¢ Pros—Most short sellers are profes- 
sional traders. Normally, Stock Ex- 
change members—who engage in arbi- 
trage and hedging transactions—are the 
biggest short sellers of all. In a 1955 
study, for instance, 75% of all short 
selling was done by NYSE members. 
These professionals, who follow the mar- 
ket closely, are usually in a position to 
take immediate advantage of a drop in 
earnings or a cut in a dividend. But, 
as the recent record indicates, the pro- 
fessionals have been taking a beating. 
One ruefully admitted this week go- 
ing short in a stock whose first-quarter 
earnings dropped 30% below 1957. 
‘Instead of weakening,” he complains, 
“the damn price shot up two points on 
the news.” END 
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How CHRYSLER’S AIRTEMP controls 


The 3 “Secret Costs” 
of Air mamnguaaa es g 








Initial price is no guide 
to the real cost of 
air conditioning 





When you buy air conditioning, the best costs less 
in the long run. The best quality air conditioning 
you can buy is Chrysler’s Airtemp. Yet Airtemp 
is least expensive in terms of real cost. That’s be- 
cause Airtemp cuts your long-term expenses by 
substantially reducing the 3 “secret costs” of air 
conditioning. 


THE SECRET COST OF WRONG EQUIPMENT 
The wrong equipment can be troublesome as well 
as costly to operate. Airtemp makes all kinds of 
air conditioning—over 297 models—and can ad- 
vise you which is best for your needs. If you wish, 
our Airtemp Construction Division will recom- 
mend a qualified engineer and contractor near 
you and work with them. You’re sure to get exactly 
the right equipment from Airtemp! 








THE SECRET COST OF OPERATION 

Operating costs over a few years may actually ex- 
ceed the first cost of air conditioning. But rock-bot- 
tom operating costs can save you substantial sums. 








Real cost is determined 
by long-term expenses 
versus long-term savings 


That’s why you should know that AIRTEMP— 
thanks to Chrysler engineering—promises the 
lowest operating costs in the industry! 





THE SECRET COST OF MAINTENANCE 
Maintenance costs and repair costs can be a shock. 
A breakdown brings repair bills PLUS the cost of 
lost time, lost business. But Airtemp air con- 
ditioning is carefully engineered by Chrysler tor 
trouble-proof operation. And Airtemp is installed 
only by qualified contractors, who must certify to 
Airtemp that equipment warranted for 5 years 
has been installed properly. That’s why Airtemp 
maintenance costs average out to be the lowest in 
the industry! 








May we give you the complete facts—including 
data about Airtemp’s new lease-purchase plan that 
saves you money on taxes, conserves working 


capital. For prompt action mail the coupon below, 
or see the Yellow Pages for the name of your 
nearby contractor or dealer. 














AIRTEMP DIVISION, CHRYSLER CORP. 
Dept. BW-5-58, Dayton 1, Ohio 


trols the 3 “secret costs’’ of air conditioning. 


We would like the full facts on how Airtemp con- 
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In the Markets 


Stocks Shrug Off Crises and Tax News, 


As Investors Maintain Confidence 


I'he stock market this week, like the postman making 
his daily round, seemed impervious alike to the crisis 
in France, to Washington’s decision not to provide a 
tax cut, and to numerous dividend reductions. 

here was no strong upsurge. Instead, the Dow- 
Jones industrials average fluctuated narrowly, but close 
to the 463 peak it hit earlier this month. Some stocks 
went down on news of lower dividends, but these were 
offset by many companies reporting that the worst of 
the decline appeared over. 

Investors seemed inclined to search out the few bright 
spots. Copper stocks, for instance, went up as smelter 
prices were hiked. And the long-suffering railroad stocks 
were strong on reports that government assistance was 
in prospect. 

The market is still vulnerable to unexpected develop- 
ments. But its performance this week indicated that it 
would take a great deal to shake investor confidence that 
the present decline in business is temporary and that 
a rise in stock prices lies ahead. 


... And the Seers Take a Fresh Look 


Wall Street seers were back at their crystal balls this 
week 

Arthur Wiesenberger & Co., which earlier predicted 
a drop to below 400 on the Dow-Jones industrials aver- 
age, now is advising its clients to reinvest one-third of 
idle funds on the ground that “the worst, at least, may 
be behind us,” and that this is the time of year “when 
stock prices usually move upward.” 

Anthony Gaubis of Anthony Gaubis & Co. sticks to 
his past prediction that the low this vear will be 390— 
“plus or minus 2%.” He feels that a larger drop is 
unlikely because of “purchases by pension funds . . . 
and the reluctance of many investors to sell stocks 
because of tax considerations, and the very long-term 
outlook for inflation.” 


Services’ Stock Tips Affect Prices 
—Especially When They Say “Buy” 


What effect does a recommendation by a stock 
advisory service have on a stock’s performance? Enough 
to give a well-heeled trader some sizable profits, claims 
Robert Ferber of the University of Illinois, in a study 
called Short-Run Effects of Stock Market Services on 
Stock Prices. Ferber’s study covers four services—Brook- 
mire Investors Service, Standard & Poor's, United Busi- 
ness Service, and Value Line—and the influence of their 
recommendations on stock prices during the first three 
months of 1953. 

Ferber says there is an immediate effect on most stocks 
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when an advisory sheet touts them—sometimes lasting 
as long as four weeks. But he reports that the actual 
price movement is small, and he figures that—after 
commissions and taxes—it would take at least a $5,000 
transaction for a trader to make profits from such small 
price swings. 

“Sell” recommendations, Ferber reports, also have an 
effect—but not necessarily an immediate one. Many 
investors apparently check elsewhere before selling. 


Two Old-Line Investment Bankers 
Get Into the Mutual Fund Parade 


Two of Wall Street’s old-line investment banking 
houses, which have always maintained an arm’s length 
attitude toward mutual funds, are now joining the 
parade. They are Lehman Bros. and Lazard Freres 
& Co. 

The One William Street Fund, managed by Lehman 
Bros., made its bow this week. It completed a 16-mil- 
lion share offering at $12.50 a share, and acquired the 
holdings of the Lehman-advised Aurora Corp., a private 
investment company largely owned by Ford Motor Co. 
executives. These holdings, valued at about $36-million, 
boost the fund’s initial assets to some $225-million. 

It is expected that the conservative Lehman managers 
will initially put money into Treasury bills. Investments 
in equities will probably be slow and well spaced. 

Lazard expressed its intention to form a mutual fund. 
It filed a notice with the Securities & Exchange Com- 
mission of plans to operate The Lazard Fund, Inc., 
which will offer shares to the public. But unlike Leh- 
man’s fund and most other open-end funds, Lazard 
does not plan to continue offering shares after the initial 
offering. 
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Court Turns Down SEC Bid to Rule 


Companies Issuing Variable Annuities 


Insurance companies that sell variable annuities won 
a major round in their battle with securities dealers and 
the Securities & Exchange Commission. These annui- 
ties are the retirement income contracts that tie pay- 
ments to the market value of the stocks in the insurance 
company’s portfolio, instead of paying out a fixed dollar 
amount as is done in regular annuities. 

SEC claimed that the risk nature of the variable con- 
tracts makes the insurance companies issuing them much 
like investment houses, and thus subject to SEC regu- 
lation. The commission sued the Variable Annuity 
Life Insurance Co. of America to stop it from issuing 
contracts not registered with the commission; the Na- 
tional Assn. of Securities Dealers intervened on the 
side of SEC. 

But the U.S. Court of Appeals in the District of 
Columbia, where VALIC is incorporated, held that 
variable annuities are the proper business of an insur- 
ance company. It ruled that the company should not 
be subject to SEC regulation. 

An appeal to the Supreme Court seems a certainty. 
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COPPER COILS—HEART OF COOLING EQUIPMENT 








DIMENSIONAL TUBE made by PHELPS DODGE 
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Dimensional tube is copper tube made specifically for manufacturers of air-conditioning 

and refrigeration equipment. It is shaped into various types of refrigerant-carrying 

coils which extract heat and control humidity, help make our living more comfortable. Tube of 
this type must combine long-lasting quality with carefully precisioned dimensions. 

Among equipment manufacturers Phelps Dodge enjoys an enviable reputation for dimensional 


tube of the finest materials, the most expert workmanship. 


PHELPS DODGE COPPER PRODUCTS 


CORPORATION + SOO PARK AVENUE, NEW YORK 22, N.Y. 





FIRST FOR LASTING QUALITY—FROM MINE To MARKET 














SOLAR CONVERTER: one in a series of great sources of power 


GETTING THE MOST FROM RAW POWER 


Some day soon solar energy will become a boundless 
source of electrical power. But whatever the source, 
it’s the practical application of this raw power that is 
most important to you. Here, one company stands 
out—the BullDog division of [-T-E. For 55 years 
they have specialized in the control and distribution 
of electricity inside commercial, institutional and 
industrial buildings. Benefit from this experience— 


ind from the combined talents and products of 


BullDog and I-T-E. Consult a BullDog field engineer 
whenever you plan to expand or modernize your 
electrical system. Your reward will be safer, better 


distribution at lower cost. BEPC 


GBOUSCHOO8 


BullDog Electric Products Company © Division of |-T-E Circuit Breaker 
Company, Detroit 32, Michigan © BullDog Export Division: 13 East 
40th Street, New York 16, New York. In Canada: BullDog Electric 
Products Co. (Canada) Ltd., 80 Clayson Rd., Toronto 15, Ontario. 








PERSONAL BUSINESS 


BUSINESS WEEK You may be one of the many hundreds of businessmen who will be re- 
MAY 31, 1958 ceiving honorary degrees this year. 





In the next few weeks many of the nation’s colleges and universities 
will highlight their commencement exercises by awarding a record number 
of honoraries. But estimates place this June’s total at around 5,000. (Since 
the first was awarded in the U.S. by Harvard in 1692, over 80,000 have been 
granted by some 970 “accredited” colleges.) 


Not only is the number increasing but more and more of the degrees are 
A BUSINESS WEEK going to prominent businessmen. While businessmen don’t score so high, 
percentagewise, as do people in the professions, sciences, and arts, their 
academic star is rising. But you can ignore most of that talk about colleges’ 
awarding honoraries to the wealthy in the hope of snaring big money gifts. 


ata Those cases actually are few and far between. 


If you think a fellow executive is a likely candidate for an honorary, 
you can discreetly open the door—a crack, at least. Best idea is to contact 
personally one of the trustees or the president of the school early in the 
academic year (though final action probably wouldn’t be taken for a few 
months). First, though, check to see whether the school grants honoraries, 
and if so, how many each year. Some colleges award just one or two; others, 
like Yale, 10 or 12. 


Simply make your suggestion, giving reasons, of course, then wait. 
Never make the nomination public—and o’viously, don’t apply “pressure,” 
not even slight persuasion. At the outset, your nominee will stand a better 
chance if he’s a graduate of the school, but this isn’t necessary. Unless he’s 
nationally known, though, he may not have much chance if he comes from a 
section too remote from the school. 


Most schools make their selections through a committee of the board of 
trustees, suggestions coming from faculty members, college officials, from 
the board itself, and from outsiders. Once a nominee is approved by the 
trustees, he is quietly informed—usualiy by letter. However, general an- 
nouncement is usually not made until the day the degree is awarded. One 
rule: Attendance at the ceremony is a must—except in case of illness. 


Most honorary degrees are doctorates, though some schools give hon- 
orary masters. Some of the more popular doctorates are Laws (LL.D.), 
Letters or Literature (Litt.D.), Science (Sc.D.), Humane Letters (L.H.D.), and 
Divinity (D.D.)}—the latter in spite of the fact that few schools award the 
earned D.D. The honorary Doctor of Philosophy (Ph.D.) is no longer awarded 
—the last was conferred in 1937. 


In evaluating an honorary degree, remember that the entire benefit is 
measured in terms of honor and prestige. There are no “mysteries.” The 
degree, in effect, simply makes you an honorary alumnus of the school. 
Aside from the fact that a doctorate carries the privilege of using “Dr.” be- 
fore your name, and permits you to wear appropriate academic robes on 
occasion, there are no special privileges attached. Nor are there special 
obligations, except moral ones. 





Here are some formalities to bear in mind: 


¢ Cap and gown. The hood, an ornamental cape worn with a standard 
academic gown, is the mark of distinction. It is black, usually lined with 
the school’s colors—for example, Harvard’s crimson—and trimmed with a 
color that indicates the specific degree. The Litt.D. color is white; the D.D., gg 
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scarlet. The hood is placed over the shoulders at the moment the degree is 
formally awarded. 


The academic cap, or mortarboard, is black, and usually carries a black 
tassel—though for doctorates the tassei often is gold. The cap’s tassel may 
lay in any direction—to move it so it hangs over the left front of the cap is no 
longer considered necessary in academic circles. During the ceremony, the 
hood and cap are worn at all times, except that the cap is removed during 
prayer. The school orders the individual costume, well in advance, and 
there is no charge. Usually the hood, alone, is given to the recipient. A 
dark business suit is proper to wear under the robe. 


¢ Ceremony. The usual order of academic procession places the honorary 
degree recipients behind the president of the school and the chief speaker, 
followed by the board of trustees, the faculty (in rank), and the students. 


You rise and receive your degree when the president or a college offi- 
cial reads your personal citation. At that point, as you face the president, the 
procession marshal places the hood over your shoulders. The president hands 
you the degree; you thank him briefly, and return to your seat—without 
even a short speech. 

— = 


The theory that executives are especially prone to heart diseases may 
have little basis, says a report by Metropolitan Life Insurance Co. Its studies 
reveal that members of wage-earning families with lower incomes experi- 
ence a higher death rate from heart diseases than do those with higher 
incomes. At ages under 65, highest death rates from arteriosclerotic heart 
disease occur in lowest socio-economic groups. 


And speaking of heart disease tolls, a new book questions the wisdom 
of men over 40 being advised that smashing that tennis serve, or going 
another round of 18 holes of golf, is sensible. Dr. Peter J. Steincrohn instead 
tells why he feels such activity is a harmful waste of energy in his volume, 
You Can Increase Your Heart Power (Doubleday, $4.95). 


As for the relationship between dietary fats and cardiovascular affilia- 
tions (such as coronary thrombosis), the Research Council of the National 
Academy of Sciences says there is no decisive proof that fats contribute to 
such ailments. Result of recent study: no major changes in American die- 
tary habits recommended. 


If you decide to air condition your car this year, you’ll be among the 
more than 350,000 motorists expected to seek this quiet bliss of closed win- 
dows and cool air. The trend is growing most rapidly in the West and South 
(Florida, in particular). 


Current price for a factory-instalied combined air conditioner-heater 
ranges from $369 to $610. However, the cost is expected to drop when a.c. 
generators are available for passenger cars, reducing both the size and cost 
of the compressor. Just how much—and when—is still undetermined. 


Want to serve a new drink at your next party? Gaining in popularity 
is the “Leprechaun”—1 part Irish whiskey, 2 parts tonic water, a twist of 
lemon peel; pour over ice in a tall glass. 


Charcoal broil boon: Beef barbecues will cost you a little less this year. 
Prices of choice cuts will drop soon, the Agriculture Dept. predicts. 


Contents copyrighted under the general copyright on the May 31, 1958, issue—Business Week, 330 W. 42nd St., New York, N. Y. 

























NEW ELECTRIC POWER EFFICIENCY STARTS 
WITH 2160 FEET OF ALCOA ALUMINUM FOIL } Vy dex | 
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There’s a good chance you wouldn't know 
a capacitor if you saw one, but power factor 
capacitors help make electricity one of today’s 
best bargains. Utilities install them on dis- 
tribution lines to increase system capacity. 

Now a striking advance—a new unit made 
with ALcoA® Aluminum Foil (2160 feet of it) 
mounts right at the customer’s meter socket. 
It’s the point of greatest benefit, where the 
capacitor can be adapted for the service load. 
Installation is quick, easy and inexpensive. 

A power capacitor, by simple definition, 
consists of metallic plates separated by insula- 
tion. Aluminum foil, in this application, pro- 
vides the plates of the capacitor, which smooths 
out power surges, avoids waste by improving 
the efficiency of the system. 






Why aluminum? Two reasons: aluminum is 
the only highly conductive metal priced within 
reason for this use—and the only one that rolls 
microscopically thin without breaking. 

ALCOA does not make capacitors, but we 
will be glad to put you in touch with repu- 
table people who do. However, you don't 
have to be a utilities magnate to work wonders 
with aluminum foil, which we do make. It’s 
the versatile material that forms, colors, twists, 
combines with other materials, weaves into 
cloth . . . plays an essential role in hundreds 
of industrial applications. Does your product 
need aluminum foil? 

For more information, write Aluminum 
Company of America, Industrial Foil Division, 
1655-E Alcoa Building, Pittsburgh 19, Pa. 








Look for this label . . . it's your guide 
to the best in aluminum value 
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Ao “ALCOA THEATRE" 
2% 5 Exciting Adventure 
. ALTERNATE MONDAY EVENINGS 





A MESSAGE TO AMERICAN INDUSTRY © ONE OF A SPECIAL SERIES 


Are You Preparing Now 
For The Next Boom? 


America’s leading companies are not 
sitting on their hands waiting for the re- 
cession to end. They are planning ahead now 
for higher sales and near-capacity rates of 
operation. 

These facts stand out clearly from the elev- 
enth annual survey of Business’ Plans for New 
Plants and Equipment just completed by the 
McGraw-Hill Department of Economics: 

® Manufacturing companies expect 
their sales to increase 20°, on the aver- 
age, from 1958 to 1961. Growth industries, 
such as chemicals and electrical machinery, ex- 
pect gains of 25% to 34%. 

@ If these sales gains are achieved, the 
average rate of operations in manufactur- 
ing will rise from 78% at the end of 1957 
to almost 85% by 1961. This is the point at 
which pressure on costs begins to mount, as less 
efficient facilities are pressed into service. 

® Industry is not waiting for this point 
to begin getting its plants and equipment 
in shape for the next boom. Despite record 
expansion in the past several years, many man- 
ufacturing companies plan to add new capacity 


in each of the next four years. But, more impor- 
tant, they are going ahead with the vital job of 
modernization and cost-cutting. 

In the years immediately ahead almost two- 
thirds of capital investment will go for mod- 
ernization and replacement of present plants 
and equipment. In this way manufacturing 
companies can avoid the higher costs and the 
squeeze on profits that occur when producing 
facilities are not in shape to handle an increase 
in sales volume. 

These are the plans, as reported to McGraw- 
Hill, of a wide sample of manufacturing com- 
panies—for the most part, large firms and lead- 
ers in their respective industries. Altogether, 
these firms account for almost 40% of all em- 
ployment in manufacturing industries. 


Now Is The Time 


How do your plans measure up? Are you 
planning ahead now for a 20% sales increase 
in the next three years? Is your company plan- 
ning to modernize its buildings and equipment 
more rapidly than at any time in the recent 
past? If not, here are some of ihe inducements 











that McGraw-Hill editors report from their con- 
tinuous checking on the state of business. 


(1) There are plenty of opportunities for 
increasing efficiency by the installation of 
new equipment and the improvement of 
layouts in plants, warehouses and offices. 
Despite the installation of tremendous volumes 
of metalworking equipment in recent years, 
according to AMERICAN MACHINIST over half 
of the machine tools now in U. S. factories are 
over 10 years old. Replacement of worn-out 
and obsolete equipment will mean material 
savings in operating and maintenance costs. 
(2) Machinery, parts, materials and labor 
are much more readily available now than 
they are when the economy is running at 
full steam. You can be more particular about 
quality and about specification to meet your 
own requirements. 

(3) With lower interest rates and less com- 
petition for loans, it is both easier and 
cheaper to borrow money to finance equip- 
ment and construction. To wait for another 
boom is to run the risk of having to pay higher 
interest rates and look harder for money. 

(4) Although there is an adequate supply 
of most types of labor available now, the 
prospect is that the supply of factory labor 
over the years ahead will be tight. In 1965, 
there will actually be fewer men and women 
between the ages of 25 and 44 than there are 
now. Good factory workers will be either hard 
to get, or wage rates will rise sharply or—more 
likely—both. The best answer is to anticipate the 
rise in labor costs by installing more efficient 
equipment to increase labor productivity. 

(5) Finally, the costs of investing in new 
buildings and improved equipment now 
are almost surely less than they will be 
later. 

These are some of the reasons why many 
leading firms find now the best time in years 
to start on a program of plant modernization. 
There are other good reasons in the many new 


products and processes coming from the boom 
in research and development. This year indus- 
try will spend over $8 billion on R & D—$1 bil- 
lion more than in 1957. And a heavy share of 
the new product development will consist of 
better machines and processes to be made avail- 
able during the next few years. Already the 
pace of technical advance is so rapid as to call 
for modernization of plants built only a few 
years ago. 


Years of Opportunity 


It has been said that the years between now 
and 1961 are the “middle years” between two 
booms. This does not mean a long period of 
recession, but a period of slower growth—a 
transition from the postwar boom based on de- 
ferred demand, to a new boom in the 1960s 
based on dynamic population growth and a rev- 
olution in technology. 

If so, these are the years of opportunity 
for business—opportunity to prepare for 
the growth that lies ahead with the most 
efficient equipment, the most modern 
plant and the best production organiza- 
tion that can be devised. This is the way 
to fight higher costs and avert a resump- 
tion of inflation. This is also the way to 
ensure that your company will be ready 
for its new markets in the 1960s. 

Are you planning ahead now to be among 
the leaders? 





This message is one of a series prepared by the 
McGraw-Hill Department of Economics to help 
increase public knowledge and understanding 
of important nation-wide developments. Per- 
mission is freely extended to newspapers, 
groups or individuals to quote or reprint all 
or parts of the text. 


PRESIDENT 


McGRAW-HILL PUBLISHING COMPANY, INC. 
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VTOL means vertical take- 
off and landing. It could also 
mean more useful, more agile 
aircraft for tomorrow. 


In and out of science fiction, man 
has long dreamed of being able to step 
out of his house and into a vertical- 
rising jitney that could whisk him to his 
office, a 100 miles away, in a few min 
utes. This has proved an elusive dream. 

Jet airliners will be able to fly from 
New York to San Francisco in a little 
over four hours, but it will take you 
another hour at each end to get to and 
from the super-airports that these planes 
require. On the other hand, helicop- 
ters need only the roof of a downtown 
building for landings and take-offs, but 
their forward speed is not much better 
than that of an express train. 

Getting everyday convenience out of 
airplanes is going to require a new kind 
of plane—one that can rise vertically 
like a helicopter and yet keep pace 
with today’s airliners. These bizarre- 
looking aircraft (pictures) now making 
their test flights may be the forerunners 
of this new breed. 

e Gliding Principle—Since the Wright's 

first flight, man has really just been 
gliding off into the air; the lift needed 
to keep him up there is developed by 
pushing a set of kite-like wings through 
the air sufficiently fast. 

And the faster and bigger airplanes 
became, the more inflexibly they werc 
bound to airports, with their longer and 
longer runways needed to get them 

provides the extra lift in Ryan Vertiplane. Propellers going fast enough so their wings would 
DEFLECTED SLIPSTREAM driven by jet turbines blow air back against retract- gin e them the lift required. ‘ 
able flaps. Fairchild and Kaman are also interested in this type. * Rotating Wing—One way designers 
got around this limitation in getting 
aircraft vertically into the air was to 
mount the wing on a hub and spin it 
fast, to build up lift while the ship 
remained stationary. ‘This is today’s 
helicopter. 

Unfortunately, there are strict limits 
to a helicopter’s speed—about 160 mph. 
e New Ideas—Designers kept looking 
for the fast plane that would land and 
take off vertically, without relying on 
its wings. The new jet engines finally 
made the dream possible. They have $8 
to 10 times as much thrust per pound 
as the older piston engines, providing 
the power both for lift and for fast 
forward speeds. Where propellers are 
used, they are driven by gas turbines. 

The trick then is to put this power 
to work in VTOL (vertical take-off and 
Carey : aie landing) aircraft. As the pictures show, 
DUCTED FANS in this Doak Aircraft Co. test craft are aimed up to lift the ship many different ways have been tried, 

vertically, forward to pull it horizontally. Doak’s business is making including: 
airplane subassemblies ($1-million a year) but it has worked 23 years in VTOL field. Convertiplane. This has both the 


is used by Vertol test plane above, about ready to try transition from 
TILT WING vertical to horizontal flight and back again. It’s also the design of 


Hiller Helicopter’s big transport-sized plane, to be tested later in the year. 
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ays to Fly Straight Up 


wings and forward propeller of an air- 
plane and the rotor of a helicopter. It 
takes off like a helicopter, then uses 
a propeller for horizontal flight, with 
the helicopter rotor spinning freely. 
Tail-sitter. This is a jet (so far re- 
stricted to fighter types) so powerful 
that it can take off straight up. It lands 
by backing down the same way. Con- 
vair's propjet Pogo interceptor in 1954 
was the first pure VTOL plane to fly, 
and Ryan’s pure jet Vertijet is similar 
in type. Even if payload can be in- 


PURE JET 


have no wings. This is a Lippisch Aerodyne, 


PURE FANS supported by deflected thrust, while . . . 
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creased, its commercial value is question- 
able—passengers would balk at an awk- 
ward take-off and landing position. 

Tilt-wing. This type takes off by tilt 
ing the propellers—and the wing, too, 
for practical reasons—to point at the 
sky and drive itself up, then tilts every- 
thing back to level position for hori- 
zontal flight. 

Ducted fan. This looks something 
like a tilt-wing, but it pivots only the 
ducted propellers at the wingtips—up- 
ward to give vertical lift or forward 


Bell X-14 uses deflected thrust of jet engine (with vanes built into en- 
gine exhaust) for vertical lift. 


It’s ready for transition test, while . . 


for horizontal flight. Installing the 
propellers in an aerodynamic duct in- 
creases their efficiency by about 25%. 
Deflected slipstream. In this type, 
the propellers stay in the conventional 
position, but their air blast is deflected 
downward by oversized retractable flaps 
for vertical lift and for hovering. The 
flaps are retracted for forward flight. 
This type thus combines conventional 
wing lift with direct engine thrust. 
Deflected thrust. Vertical lift is. pro- 
vided in this case by deflecting the jet’s 


. . « Ryan Vertijet interceptor has already 
proved itself. It sits on its tail on ground. 


. . « Piasecki’s “airjeep” has two ducted fans to hold it up for 
low-level flight. Simpler Hiller Flying Platform has one fan. 
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with PROPORTIONEERS 


Stream Biending Systems 
-.. cut plant investment and operating costs 
--.- add processing flexibility to meet market demands 


This continuous pocomaing concept, pioneered and perfected by 
Proportioneers, produces finished blends right from base stocks 
without intermediate tankage . . . cuts investment and operating 
costs, increases production. 
For example, in a typical major refinery, Proportioneers Stream 
Blending: 
* Reduces initial investment costs up to 8% . . . minimizes real 
estate and tankage requirements 
* Cuts annual operating costs up to 6%. . . reduces power and 
labor requirements . . . minimizes in-process inventory 
¢ Increases blending capacity 500% . . . this increased potential 
handles peaks and plant upsets without increased personnel 
Here, as in all industry, B-I-F provides process instrumentation 
and equipment for positive control of materials in motion. Bulletin 
BU-3 gives details. Write B-I-F Industries, Inc., 549 Harris Ave., 
Providence 1, R. I. 


@)B-1-F INDUSTRIES, INC. 


and its divisions 
OMEGA MACHINE COMPANY 
PROPORTIONEERS, INC. 








thrust downward with the vanes. 

Flying fans. This type and the next 
have no wings. Essentially, it’s a fiying 
ducted fan whose course is controlled 
by tilting the vehicle. 

Flying tubes. This latest generation 
of VTOL vehicles are craft that are 
no more than powered tubes, supported 
and guided by deflected thrust. 
¢ Supreme Test—Within the next few 
months—the next few days in some 
cases—aircraft embodying just about 
all of these VWTOL concepts will be 
flying. The supreme test for some is 
the transition from _ vertical to 
horizontal flight and back again. 

At some point in this transition, the 
VTOL craft ceases to be under control 
as a helicopter, yet hasn’t picked up 
enough forward speed to be controlled 
as an airplane. Several VTOL types 
have demonstrated ‘their ability to fly 
either horizontally or vertically, or both, 
and some have gone part way through 
the complete cycle. 

Like the tail-sitting military inter- 
— at least two convertiplanes have 
achieved full transition. These are Mc- 
Donnell Aircraft Corp.'s XV-3 and 
Britain’s Fairey Rotodyne transport, 
which is in limited production. Bell 
Aircraft Corp. has also developed a 
twin-rotor convertiplane whose rotors 
tilt over for horizontal pull, but it 
hasn’t accomplished full transition. 
These convertiplanes lack the speed 
potential for a bright commercial future. 
¢ On Their Way—Among the more 
promising group of VTOL craft, the 
closest to making its mid-air transition 
seems to be Bell’s X-14, a twin-jet craft 
using deflected thrust. The X-14 has 
already taken off as an airplane (no 
vertical take-off), slowed down, and 
made a vertical descent. Any day now, 
it will try full transition. 

Not far behind is Vertol Aircraft 
Corp.'s tilt-wing propjet. It has flown 
both vertically and horizontally. This 
week, flights will begin leading to 
transition in mid-air. 

Another tilt-wing that’s scheduled for 
preliminary testing this year is Hiller 
Helicopter’s _transport-sized _ propjet 
plane, weighing 132,000 Ib. 

Doak Aircraft Co.’s ducted-fan X-16 
is undergoing ground tests, with flight 
tests scheduled for later in the year. 
It aims at 250 mph. 

First of the deflected-slipstream 
VTOLs to be rolled out is Ryan Aero- 
nautical Co.’s version, which is about 
to undergo full-scale wind tunnel tests. 
Others working on this type include 
Fairchild Engine & Airplane Corp. and 
Kaman Aircraft Corp. 

Among the flying fans, Piasecki Air- 
craft Corp. expects this summer to test 
fly its first “airjeep,” which uses two 
ducted fans. Its wheels are powered, too, 
so it can travel over the ground. Curtiss- 
Wright’s Aerophysics Div. and Chrysler 
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Corp. are also building vehicles of this 
hybrid type. Hiller’s Flying Platform has 
already flown successfully. 

Two flying-tube types are being 
evaluated on the test stands for the 
first time: Dr. A. M. Lippisch’s tube- 
like Aerodyne, which is supported by 
deflected thrust, and Piasecki’s annular 
(doughnut-shaped) w ing. Thousands of Wilson & Co’s meat 
¢ Power Plant Problem—If these ex- : cuts and meat products, like these 
perimental VTOLs are to be translated + smoked hams, now move even fast- 
into actual cemmercial or military air- ' ad — cooler to eo 
craft, the greatest single need is for ap ie tte a ae 
even more powerful jet engines de- 
veloped specifically for VTOL use. 
Driving a plane straight up requires a 
tremendous amount of power—from 
20% more in the case of a military in- 
terceptor to several times as much for 
planes in the transport class. 

Oddly enough, in this interim stage 
at least, the outmoded propeller comes 
back in fashion again in VTOL de- 
signs. At low start-off speeds it acceler- 
ates a mass of air far more efhciently 
than a pure jet. That means a greater 
pavload in VTOL transports and cargo 
carriers. But to get the needed ratio of 
horsepower to weight, it takes a gas 
turbine to drive the props. This ex 


plains the 50-vear lapse between the Bruning Copying Machines Make 


Wright's first flight and the first flight 


of Convait’s Pogo. Certified Paperwork Savings For 


Ultimately, as the demand for still 


higher speeds is felt, VTOL-tvpe jet e 
engines will be worth developing. Gen- AAR & ne 
eral Electric’s and Pratt & Whitnev’s e ® 


new jet bypass engines—which boost 
take off power by one-third and cut @ You can take the word of Wilson & Co. Inc., famous meat 
fuel consumption by 15% (BW —Apr. packer and provisioner of CERTIFIED meats and other food 
12’58,p90)—are a step in the right direc products: Bruning Copyflex copying machines do wonderful 
tion, say VTOL enthusiasts. things to speed and simplify order filling and invoicing 
¢ Military Pioneering—The acrody paperwork. 


namics involved in VTOL flight repre Wilson’s Los Angeles plant, fer instance, uses Copyflex 


sent an advanced state of the art. And to reproduce stock-picking copies and invoices directly 
even if VTOL designs are never ac from salesmen’s written orders. No rewriting or retyping 
cepted commercially in toto, it’s a safe of basic order information! Different departments get order- 
bet that the concepts now being evolved picking copies immediately which has resulted in a better 
on military contracts will appear to distribution of work, has reduced 12-hour shifts to 8-hour 
some degree in all future airliners. shifts in certain cases. Transcription errors have been elim- 
George D. Rav, Bell’s chief aircraft inated, clerical work reduced. 
engineer, goes so far as to predict that 
all planes designed 15 years from now 
will be VTOL types. The trade is rea 


sonably sure that Lockheed’s newly an copies cost less than a penny 
nounced 2,000 mph. jet airliner, on each for materials. Call your 
which it is starting next year (BW —May nearby Bruning office, today, or 
24'58,p36), will have some VTOL write: Charles Bruning Co., Inc., 
characteristics. Hall L. Hibbard, Lock- 1800 Central Road, Mt. Prospect, 
heed’s vice-president for research and Ill. In Canada: 105 Church St., 
development, has long been talking of Toronto 1, Ontario. 

the need for VTOL design. 

e Half-Measures—Naturally, not every 


body is in agreement on how much ver- BRUNING 

tical performance is necessary or €co- 

nomically feasible in an airliner. Arthur 4 

E. Raymond, engineering vice-president Cop 0x 
at Douglas Aircraft Co., for example, 


points out that vertical-rising capability 
is costly. A VTOL airliner would need Copyfiex Model 250—Reproduces up to 1,000 letter- 
ere .- ; size copies per hour. Handles any size standard office 
50% or more power. form, including largest accounting worksheets. Occupies 
Douglas engineers, and others in the less than a square yard of floor space. 


You, too, can make substantial paperwork savings with 
Copyflex. Machines are clean, 
odorless, economical—letter-size 
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Profit opportunities 
open in international business 


Vast opportunities — with enormous 
profit potentials—for private enter- 
prises to share in the booming busi- 
ness growth of under-developed coun- 
tries are revealed in this new book 

a result of the International Industrial 
Development Conference sponsored by 
TIME_LIFE International and Stan- 
ford Research Institute 


PRIVATE INVESTMENT 
The Key to 
International Industrial Development 


Here for your use is the complete 
record of the Conference proceed- 
ings just as 600-plus world 
business leaders present by invita- 


tion only, witnessed them in San 
Francisco ! 

In this book powerful business- 
men and government officers from 
both capital-exporting and under- 
industrialized nations present bold 


new ideas on 
capitalism vs 


population growth; 
state-aided economy ; 
protection of foreign capital; un- 
tapped sources of capital; needed 
management talent; etc 

Included are unpublished statis- 
tics developed especially for the 
Conference. Edited by James Daniel. 
248 pp., $5.00. 


Just Published. 


The world’s richest markets 


Here's the newest in the 
J}. Walter Thompson Company 
World Markets Series 


Fastest growing: 


THE CANADIAN MARKETS 









Th book tells you where the money is in the 
af t wing, second richest per capita 
irket area + a complete and authoritative 
le to a booming market of over 16 million 


ing you facts on population and char- 
income and standard of living; con 








sul on and distribution; manufacturing, ete 
200 pp., maps, $18.00. 
Ist: ALSO 
POPULATION AND ITS DISTRIBUTION 
162 t S. markets. 428 pp., maps, $15.00 
2nd: 
THE WESTERN EUROPEAN MARKETS 
Areas million people 
- VL maps, $15.00. 
3rd 


THE LATIN AMERICAN MARKETS 


to enter 50 market areas 
‘6 pp., maps, $18.00 





McGraw-Hill Book Ce. 
327 W. 4ist St.. N 
Send me 


ination 
hook (s 





Dept. BW-5-3! 
36, N.Y 
book(s) che a below for 10 days" exam 
on approval In 10 days I will remit for 
I keep, plus few cents for delivery costs, 
post paid We pay 
with this coupon 
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| | 
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and return unwanted book(s) | 

| delivery costs if you remit 

| same return privilege | 
Daniel Private Investment, $5.00 | 
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ao 
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Pr 
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For price and terms outside U. &. 
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ficld, tend to show more warmth toward 
the s'iert take-off and landing (STOL) 
type of aircraft. A “short” take-off is 
defined as the ability to clear a 50-ft. 
obstacle 500 ft. from the plane’s start- 
ing point. Almost any VTOL design 
can operate as a short take-off plane, too. 
Short take-off planes, not requiring as 


much power, can carry an estimated 
50%-60% more payload. 

Backers of STOL, as opposed to 
VTOL, point out there aren’t many 


potential airbases where a short take- 
off couldn’t be made almost as well as 
a vertical one. Even helicopters, they 
contend, need a sizable cleared space. 
So thev think it makes more sense to 
strive only for a plane that can get into 
the air in a couple of hundred feet, 
when a costlier and trickier VT'OL air- 
craft couldn’t do much more, anyway. 
¢ Ways to Use It—Both military and 
commercial operators at times chafe un- 
der the restricted speed of helicopters, 
now the only aircraft that can be used 
where landings and _ take-offs must be 
made in limited space. 

Even the supersonic intercontinental 
airliners would profit by adopting 
VTOL or STOL features, engineers say. 
One obvious gain would be to eliminate 
the need for extending two-mile run- 
ways to three miles to take care of these 
long-range planes. Difficulties in ex- 
tending present airports have already 
led to talk of wholly new fields in re- 
mote areas, reaches from cities by aerial 
buses (helicopters or smaller planes). 

But the more important gain would 
be to free designers to develop speed 
and efhiciency in their planes, with no 
further need to consider landing speeds 
and the length of take-off. 

Today's fast planes, though still fly- 
ing below the speed of sound for the 
inost part, pay a heavy penalty in weight 
and aerodynamic efficiency to get a 
relatively slow landing speed. Engineers 
must continually compromise between 
the demand for plenty of wing area for 
lift and the demand for the least pos- 
sible wing area for high speed. The 
trouble is that wings with high lift offer 
the most drag. 
¢ Which Type?--Supersonic airliners 
will probably be of the deflected-thrust 
or tilting-engine tvpe, though Rvan has 
a 1965-model jet under study that 
would have ducted fans built into its 
wings for VTOL capability. 

In the immediate future, the betting 
odds seem to favor either the ducted: 
fan or tilt-wing type of aircraft. The 
tilt-wing is favored for its simplicity, 
its lift of 54 Ib. per horsepower (good 
for a VTOL), and its fuel economy—the 
best per pound of thrust in the VTOL 
field. Others such as Doak Aircraft, 
which has spent 23 years and $300,000 
in VTOL research, favor the ducted-fan 
tvpe for their higher thrust and milder 
control problems during transition. END 
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POSITIONS WANTED 


American Executive 28 years successful 
Latin American experience fluent Spanish, 








Portuguese. Seeks foreign travelling posi- 
tion supervising organizational or dealers 
sales service. Family based Miami. Resume 
PW-8026, Business Week. 

Administrative Assistant? Found! Young 


(33) College Vice President desires job as 
administrative assistant to top level adminis- 
trative officer in major corporation. Currently 
responsible for developing and controlling 


million dollar budget. College foundations 
and personnel problems, a specialty. PW- 
8041, Business Week. 


Sales Management-Experience-smali and cor- 
poration—familiar, Steel, Rail. Roads, Auto 
Industries and the Military Electronic Prod- 
ucts O.E.M. and Replacement. Excellent 
health—good habits—fine references—Age 
41. PW-8005, Business Week. 


Retaii executive——33—thoroughly experi- 
enced buying and merchandising shoes, soft 
lines, specialties—-10 years executive experi- 
ence—outstanding results. Holds advanced 
college degree. Desires opportunity where 
progress not blocked. Will consider offers 
$10,000 and over. Will locate anywhere. 
PW-8020, Business Week. 


Marketing Research Dir. or Asst.—Skilled in 
planning research and interpreting findings 
for Met. use. Heavy exp. researching new 
products, adv., packaging. pricing, sales. 36, 
will relocate with mfger. PW-8058, Business 
Week. 


SPECIAL SERVICE 


Mr. Owner or Mr. President: Are you satis- 


fied that the bills you pay for purchased 
electricity and gas for your plants, stores 
or warehouses never include’ excessive 


charges’ A monthly audit by our rate ex- 
perts with 25 years experience is the answer. 
50,000 bills checked 1957. Indication of 
your interest will bring details. SS-7889, 
Business Week. 


PRODUCTS: DEVELOPED & PRODUCED 


Manufacturing capacity and engineering skills 
available for production and development of 
molded, extruded or dipped rubber products. 


Any size, shape, quantity. From design to 
finished products. Specializing in the un- 
usual, the difficult. 75 years experience lick- 


ing all types of rubber problems for all types 
of industry. Specialties Division, Lee Rubber 
& Tire Corp., Conshohocken, Pa. 


BUSINESS OPPORTUNITIES 


Free Catalog. Contains hundreds of busi- 
nesses, farms and income properties through- 
out U.S. Canada. Specify type and location 
desired. Deal direct with owners, U.1. Buy- 
ers Digest. 1608 Hillhurst. Dept. BW-7, Los 
Angeles 27, Calif. 


SO Acres. R.R. siding and ali utilities, 20 
minutes from midtown New York, Newark, 
Jersey City, Paterson, any type heavy or 
light industry, good transportation, low taxes, 
labor available, $7,500/acre. BO-7910, Busi- 
ness Week. 


Your Products Made in Europe! Weil estab- 
lished Belgian firm offers extensive precision 
mechanical, electrical and electronic manu- 
facturing facilities. Leon G. Rucquoi & As- 
sociates, Inc. 30 Rockefeller Plaza, New 
York, New York. 


Working Capita! available for qualified com- 
panies. Will purchase your land, buildings, 
equipment, ete. for cash and lease back. 
Will also purchase and lease new assets and 
equipment needed. Nationwide Leasing Corp., 
1200 W. 9 St. Cleveland 13, O. MAin 1-2945. 


CAPITAL TO INVEST 


Commercial and Real Estate Financing. ist & 
2nd Mortgages, Construction Loans, Chattel 
Loans on Machinery, Equipment, Fixtures & 
inventory, Sale & Leaseback. Present Financ- 
ing Consolidated and increased. Payments 
Reduced. Receivable Discounting. Re-Dis- 
counting and Installment Financing. Long 
Term Subordinated Note and Debenture Fi- 
nancing. New Ventures Financed. Promotional 


Financing, U. S. & Canada, Sy Field Co., 1457 
Broadway, New York, N. Y. WI 7-7395. 
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THE TREND 





The Federal Reserve Looks at Itself 


For almost three years, the Federal Reserve used 
all its powers, physical and moral, to fight inflation. 
Even after it had signaled a reversal of its tight 
money policy last November, its easing moves were 
so moderate that many observers aired the familiar 
charge that the money managers were, once again, 
“too little and too late.” 

While the Fed’s timing is still open to dispute, 
the charge of “too little” is now no longer valid. 
Over the past seven months, there have been four 
cuts in the discount rate, three reductions in reserve 
requirements, and active open market operations 
which have made credit both cheaper and more 
readily available. 

These moves demonstrated that the nation’s 
central bankers are combating the current reces- 
sion with as much vigor as they fought inflation in 
the previous boom. Even more important, they ap- 
pear to be doing some fresh thinking on the role of 
monetary policy in our economy. 

This new attitude is evident in a speech made last 
week by Alfred Hayes, president of New York’s Fed 
bank. Refuting those who fear that the Fed’s easy 
money policy is inviting inflation, he bluntly stated 
that “during recent months the immediate dangers 
of recession had come to outweigh the dangers of 
inflation, and still outweigh them.” And though 
inflation may again be a threat, he explained that “it 
would have been inexcusable to let this considera- 
tion prevent our doing all we could do to combat the 
recession and provide an atmosphere of money and 
credit ease conducive to recovery.” 

Hayes does not think that a bottoming out of the 
recession should signal a return to restraint. As he 
sees it, “we cannot look with equanimity on current 
levels of unemployment or on the possibility of an 
increasing spread between actual output and the 
country’s growing resources.” 

This provides a sharp contrast to central bank 
thinking last vear, when inflation was pictured as 
the only enemy and the Fed as the only real defense. 

In fact, Hayes reappraises the tight money period, 
the first lengthy experience with a restrictive mone- 
tary policy since the 1920s. In his opinion, the Fed’s 
reliance on general credit controls helped moderate 
the boom, but he also makes clear that “specific 
imbalances” developed which the monetary man- 
agers were powerless to combat. He feels, for in- 
stance, that monetary policy might have been more 
effective if the Fed had “more selective controls, 
especially in the area of consumer credit.” 

This is the first admission by a top central banker 
that general credit controls leave something to be 
desired. Allan Sproul, Hayes’ predecessor at the 
New York bank, had fought for authority over both 
mortgage and consumer credit, but the Fed in Wash- 


100 


ington put its faith solely on general controls and 
undertook an exhaustive—and expensive—study of 
consumer credit to prove that there was no need for 
specific controls. 

Now Hayes has reopened the debate, a debate 
that should lead to a thorough review of the objec- 
tives and weapons of central banking. Central bank- 
ing, after all, cannot be static, but must be con- 
stantly evolving to keep pace with the changes in 
our financial structure. 

Our experience with the policy of restraint re- 
vealed that some areas of the economy were notori- 
ously insensitive to general controls and that timing 
was often faulty. These weaknesses should be re- 
paired. We hope that the Fed undertakes a complete 
review of its performance, so that when we are again 
faced with an inflationary upsurge, the central bank 
will be better prepared and equipped to do its job. 


The Tariff Fight 


The fight over the Administration’s bill to extend 
the Reciprocal Trade Act for another five years be- 
yond June 30 is not—as all the fuss and feathers 
from protectionists appears to imply—over whether 
tariffs should be reduced. The real issue is whether 
U.S. tariffs will be held about where they are or 
raised. Indeed, the Administration’s own bill would 
empower the President to boost tariffs, under the 
escape clauses, to 50% above the sky-high Hawley- 
Smoot rates of the early 1930s. 

Despite this and other concessions in the bill, the 
protectionists are outraged because the bill would 
continue the President’s power to reject Tariff Com- 
mission recommendations for an increase—even 
though the bill now would permit Congress to over- 
ride the President by a two-thirds vote. 

At this point there are no more concessions the 
Administration can make. It is absolutely essential 
for the President to have the power to hold the line 
on tariffs if he decides that boosting rates would 
adversely affect U.S. consumers, workers, investors, 
taxpayers—or, most importantly, the nation’s ability 
to defend itself by obtaining and holding allies. 

The trade bill is crucial as a defensive measure 
in a year when some short-sighted groups would like 
to have the U.S. follow “beggar-thy-neighbor” poli- 
cies—neighbors who will either turn against us with 
higher tariff walls of their own, or turn to the Soviet 
Union as a means of saving their economies. 

Among the ideas that Pres. Eisenhower recently 
nominated for oblivion was “the notion that we can 
export without importing.” If that lesson doesn’t 
sink home the free world itself may be nominated 
for oblivion. Indeed, Comrade Khrushchev has al- 
ready so moved. 
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the proudest name in HOTELS 
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FOR RESERVATIONS 
(BY THE NEW 
4-SECOND 
RESERVATRON OR 
DIRECT-LINE 
TELETYPE), CALL 
YOUR NEAREST 
SHERATON HOTEL. 


EASTERN Div 
NEW YORK 
Sheraton-East 
(formerly 
the Ambassador) 
Park-Sheraton 
Sheraton-McAlpin 
Sheraton-Russell 
BOSTON 
Sheraton-Plaza 
WASHINGTON 
Sheraton-Cariton 
Sheraton-Park 
PITTSBURGH 
Penn-Sheraton 
BALTIMORE 
Sheraton- Belvedere 
PHILADELPHIA 
Sheraton Hotel 
PROVIDENCE 
Sheraton- Biltmore 
ATLANTIC CITY 
Sheraton-Ritz Carlton 
SPRINGFIELD, Mass. 
Sheraton-Kimbail 
ALBANY 
Sheraton-Ten Eyck 
ROCHESTER 
Sheraton Hotel 
BUFFALO 
Sheraton Hotel 
SYRACUSE 
Sheraton 
Syracuse Inn 
Sheraton- 
DeWitt Motel 
BINGHAMTON, N. Y. 
Sheraton- Binghamton 
(Opens early 1959) 
MIDWESTERN Div 
CHICAGO 
Sheraton- Blackstone 
Sheraton Hotel 
DETROIT 
Sheraton-Cadillac 
CINCINNATI 
Sheraton-Gibson 
ST. LOUIS 
Sheraton-Jefferson 


OMAHA 
Sheraton-Fontenelle 
LOUISVILLE 
Sheraton-Seelbach 
The Watterson 
DALLAS 
Sheraton Hotel 
Opens early 1959 
AUSTIN 
Terrace Motor Hotel 
AKRON 
Sheraton Hotel 
INDIANAPOLIS 
Sheraton-Lincoln 
FRENCH LICK, Ind 
French Lick-Sheraton 
RAPID CITY, S. D. 
Sheraton-Johnson 
SIOUX CITY, lowa 
Sheraton-Martin 
Sheraton- Warrior 
SIOUX FALLS, S. D 
Sheraton-Carpenter 
Sheraton-Cataract 
CEDAR RAPIDS, lowa 
Sheraton-Montrose 
PACIFIC DIV 
SAN FRANCISCO 
Sheraton-Palace 
LOS ANGELES 
Sheraton-Town House 
PASADENA 
Huntington-Sheraton 
CANADIAN DIV 
MONTREAL 
Sheraton-Mt. Royal 
The Laurentien 
TORONTO 
King Edward Sheraton 


Beloved by San Franciscans — first choice of seasoned travellers. A Palace in the true sense of the word, with NIAGARA FALLS, Ont 


700 luxurious guest rooms, the world-famous Garden Court, five other celebrated dining rooms and cocktail lounges 


Sheraton Corporation Shares are ted on the New York Stock Exchange 


Sheraton-Brock 


HAMILTON, Ont 
Sheraton-Connaught 





Another new development using 


B.EGoodrich Chemical -2~ materia: 


Steering column spacers are made tor the Edsel by 
Sun Rubber Company, Barberton, Ohio. B. F. Goodrich 
Chemical Company supplies the Geon polyviny! material. 





Geon part cushions sound 


with foam in a doughnut 


ERE is another new idea based on the imaginative 
use of Geon polyvinyl materials. It is a doughnut- 
shaped part at the top of the Edsel steering column. 
By rotational casting of Geon materials, the part is 
formed with a tough, durable outer skin. Then vinyl foam 
made of Geon is injected into the interior cavity, to give 
the part resilience for sound and vibration dampening. 
Colors? Geon lends itself to excellent color matching, 
so the part is made in the complete range of colors 
required by automotive stylists. 


Have you a new idea 

for applying plastics? Then consult B. F. Goodrich 

Chemical . . . we offer literally hundreds of types of 

Geon polyvinyl! resins, compounds, latices, and poly- 

blends tailored for different uses. For information 

write Dept. LA-6, B. F. Goodrich Chemical Company, " 
3135 Euclid Avenue, Cleveland 15, Ohio. Cable B.F.Goodrich Chemical Company 

address: Goodchemco. In Canada: Kitchener, Ontario. a division of The B.F.Goodrich Company 
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BEGoodrich, GEON polyvinyl materials - HYCAR American rubber and latex - GOOD-RITE chemicals and plasticizers » HARMON colors 














